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PREFACE 


Background  of  the  Oral  History  Project 

The  Kaiser  Permanente  Medical  Care  Program  recently  observed  its 
fortieth  anniversary.   Today,  it  is  the  largest,  one  of  the  oldest,  and 
certainly  the  most  influential  group  practice  prepayment  health  plan  in  the 
nation.   But  in  1938,  when  Henry  J.  and  Edgar  F.  Kaiser  first  collaborated 
with  Dr.  Sidney  Garfield  to  provide  medical  care  for  the  construction 
workers  on  the  Grand  Coulee  Dam  project  in  eastern  Washington,  they  could 
scarcely  have  envisioned  that  it  would  attain  the  size  and  have  the  impact 
on  medical  care  in  the  United  States  that  it  has  today. 

In  an  effort  to  document  and  preserve  the  story  of  Kaiser 

Permanente 's  evolution  through  the  recollections  of  some  of  its  surviving 
pioneers,  men  and  women  who  remember  vividly  the  plan's  origins  and 
formative  years,  the  Board  of  Directors  of  Kaiser  Foundation  Hospitals 
sponsored  this  oral  history  project. 

In  combination  with  already  available  records,  the  interviews  serve 
to  enrich  Kaiser  Permanente 's  history  for  its  physicians,  employees,  and 
members,  and  to  offer  a  major  resource  for  research  into  the  history  of 
health  care  financing  and  delivery,  and  some  of  the  forces  behind  the  rapid 
and  sweeping  changes  now  underway  in  the  health  care  field. 


A  Synopsis  of  Kaiser  Permanente  History 

There  have  been  several  milestones  in  the  history  of  Kaiser 
Permanente.   One  could  begin  in  1933,  when  young  Dr.  Sidney  Garfield 
entered  fee-f or-service  practice  in  the  southern  California  desert  and 
prepared  to  care  for  workers  building  the  Metropolitan  Water  District 
aqueduct  from  the  Colorado  River  to  Los  Angeles.   Circumstances  soon  caused 
him  to  develop  a  prepaid  approach  to  providing  quality  care  in  a  small, 
well-designed  hospital  near  the  construction  site. 

The  Kaisers  learned  of  Dr.  Garfield 's  experience  in  health  care 
financing  and  delivery  through  A.  B.  Ordway,  Henry  Kaiser's  first  employee. 
When  they  undertook  the  Grand  Coulee  project,  the  Kaisers  persuaded  Dr. 
Garfield  to  come  in  1938  to  eastern  Washington  State,  where  they  were 
managing  a  consortium  constructing  the  Grand  Coulee  Dam.   Dr.  Garfield  and 
a  handful  of  young  doctors,  whom  he  persuaded  to  join  him,  established  a 
prepaid  health  plan  at  the  damsite,  one  which  later  included  the  wives  and 
children  of  workers  as  well  as  the  workers  themselves. 
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During  World  War  II,  Dr.  Garfield  and  his  associates  —  some  of  whom 
had  followed  him  from  the  Coulee  Dam  project  —  continued  the  health  plan, 
again  at  the  request  of  the  Kaisers,  who  were  now  building  Liberty  Ships  in 
Richmond,  California,  and  on  an  island  in  the  Columbia  River  between 
Vancouver,  Washington,  and  Portland,  Oregon.   The  Kaisers  would  also 
produce  steel  in  Fontana,  California.   Eventually,  in  hospitals  and  field 
stations  in  the  Richmond /Oakland  communities,  in  the  Portland,  Oregon/ 
Vancouver,  Washington  areas,  and  in  Fontana,  the  prepaid  health  care 
program  served  some  200,000  shipyard  and  steel  plant  employees  and  their 
dependents . 

By  the  time  the  shipyards  shut  down  in  1945,  the  medical  program  had 
enough  successful  experience  behind  it  to  motivate  Dr.  Garfield,  the 
Kaisers,  and  a  small  group  of  physicians  to  carry  the  health  plan  beyond 
the  employees  of  the  Kaiser  companies  and  offer  it  to  the  community  as  a 
whole.   The  doctors  had  concluded  that  this  form  of  prepaid,  integrated 
health  care  was  the  ideal  way  to  practice  medicine.   Experience  had  already 
proven  in  the  organization's  own  medical  offices  and  hospitals  the  health 
plan's  value  in  offering  quality  health  care  at  a  reasonable  cost.   Many 
former  shipyard  employees  and  their  families  also  wanted  to  continue 
receiving  the  same  type  of  health  care  they  had  known  during  the  war. 

Also  important  were  the  zeal  and  commitment  of  Henry  J.  Kaiser  and 
his  industry  associates  who  agreed  with  the  doctors  about  the  program's 
values  and,  despite  the  antagonism  of  fee-for-service  medicine,  were  eager 
for  the  success  of  the  venture.   Indeed,  they  hoped  it  might  ultimately  be 
expanded  throughout  the  nation.   In  September,  1945,  the  Henry  J.  Kaiser 
Company  established  the  Permanente  Health  Plan,  a  nonprofit  trust,  and  the 
medical  care  program  was  on  its  way. 

Between  1945  and  the  mid-1950s,  even  as  membership  expanded  in 
California,  Oregon,  and  Washington,  serious  tensions  developed  between  the 
doctors  and  the  Kaiser-industry  dominated  management  of  the  hospitals  and 
health  plan.   These  tensions  threatened  to  tear  the  Program  apart.   Reduced 
to  the  simplest  form,  the  basic  question  was,  who  would  control  the  health 
plan- -management  or  the  doctors?   Each  had  a  crucial  role  in  the 
organization.   The  symbiotic  relationship  had  to  be  understood  and  mutually 
accepted. 

From  roughly  1955  to  1958,  a  small  group  of  men  representing 
management  and  the  doctors,  after  many  committee  meetings  and  much  heated 
debate,  agreed  upon  a  medical  program  reorganization,  including  a 
management-medical  group  contract,  probably  then  unique  in  the  history  of 
medicine.   Accord  was  reached  because  the  participants,  despite  strong 
disagreements,  were  dedicated  to  the  concept  of  prepaid  group  medical 
practice  on  a  self-sustained,  nonprofit  basis. 

After  several  more  years  of  testing  on  both  sides,  a  strong 
partnership  emerged  among  the  health  plan,  hospitals,  and  physician 
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organizations.   Resting  on  mutual  trust  and  a  sound  fiscal  formula,  the 
Program  has  attained  a  strong  national  identity. 

The  Oral  History  Project 

In  August  1983,  the  office  of  Donald  Duffy,  Vice  President,  Public 
and  Community  Relations  for  Kaiser  Foundation  Health  Plan  and  Hospitals, 
contacted  Willa  Baum,  Director  of  the  Regional  Oral  History  Office,  about  a 
possible  oral  history  project  with  twenty  to  twenty-four  pioneers  of  the 
Program.   A  year  later  the  project  was  underway,  funded  by  Kaiser 
Foundation  Hospitals'  Board  of  Directors. 

A  project  advisory  committee,  comprised  of  seven  persons  with  an 
interest  in  and  knowledge  of  the  organization's  history,  selected  the 
interviewees  and  assisted  the  oral  history  project  as  needed.   Donald  Duffy 
assumed  overall  direction  and  Darlene  Basmajian,  his  assistant,  served  as 
liaison  with  the  Regional  Oral  History  Office.   Committee  members  are  John 
Carpenter,  Dr.  Cecil  Cutting,  Donald  Duffy,  Robert  J.  Erickson,  Scott 
Fleming,  Dr.  Paul  Lairson,  and  Walter  Palmer. 

By  year's  end,  ten  pioneers  had  been  selected  and  had  agreed  to 
participate  in  the  project.   They  are  Drs .  Cecil  Cutting,  Sidney  Garfield, 
Raymond  Kay,  Clifford  Keene ,  Ernest  Saward,  and  John  Smillie,  and  Messrs. 
Frank  Jones,  George  Link,  Eugene  Trefethen,  Jr.,  and  Avram  Yedidia. 

By  mid-1985  an  additional  ten  had  agreed  to  participate.   They  are: 
Drs.  Morris  Collen,  Wallace  Cook,  Alice  Friedman,  Benjamin  Lewis,  Sam 
Packer,  Bill  Reimers,  Harry  Shragg,  and  David  Adelson,  Lambreth  (Handy) 
Hancock,  and  Berniece  Oswald. 

Plans  to  interview  Dr.  Garfield  and  Dr.  Wallace  Neighbor,  who  had 
been  at  Grand  Coulee  with  Dr.  Garfield,  were  sadly  disrupted  by  their 
deaths  a  week  apart  in  late  1984.   Fortunately,  both  men  had  been 
previously  interviewed.   Their  tapes  and  transcripts  are  on  file  in  the 
Central  Office  of  the  medical  care  program.   Similarly  the  project  lost 
Karl  Steil  due  to  his  lengthy  illness  and  death  in  1986. 

The  advisory  committee  suggested  1970  as  the  approximate  cutoff  date 
for  research  and  documentation,  since  by  that  time  the  pioneering  aspects 
of  the  organization  had  been  completed.   The  Program  was  then  expanding 
into  other  regions,  and  was  encountering  a  new  set  of  challenges  such  as 
Medicare  and  competition  from  other  health  maintenance  organizations. 


Research 

Kaiser  Permanente  staff  and  the  interviewees  themselves  provided 
excellent  biographical  sources  on  each  interviewee  as  well  as  published  and 
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unpublished  material  on  the  history  of  the  Program.   The  collected  papers 
of  Henry  J.  Kaiser  on  deposit  in  The  Bancroft  Library  were  also  consulted. 
The  oral  history  project  staff  collected  other  Kaiser  Permanente 
publications,  and  started  a  file  of  newspaper  articles  on  current  health 
care  topics.   Most  of  this  material  will  be  deposited  in  The  Bancroft 
Library  with  the  oral  history  volumes.   A  bibliography  is  located  at  the 
end  of  the  volume. 

To  gain  additional  background  material  for  the  interviews,  the  staff 
talked  to  five  Kaiser  Permanente  physicians  in  northern  California,  two  of 
whom  had  left  the  program  years  ago:  Drs.  Martin  Abel,  Richard  Geist1, 
Ephraim  Kahn1,  James  Smith1,  and  William  Bleiberg1.   James  De  Long1  in 
Portland,  and  William  Green1,  William  Allen1,  and  Dr.  Toby  Cole1  in  Denver 
talked  about  the  history  of  their  regions.   In  addition,  Peter  Morstadt1, 
formerly  executive  director  of  the  Denver  Medical  Society,  discussed  the 
attitude  of  the  medical  society  toward  Kaiser  Permanente 's  years  in  Denver. 

The  staff  also  sought  advice  from  the  academic  community.   James 
Leiby,  a  professor  in  the  Department  of  Social  Welfare  at  UC  Berkeley  and 
an  advocate  of  the  oral  history  process,  suggested  lines  of  questioning 
related  to  his  special  interest  in  the  administration  of  and  relationships 
within  public  and  private  social  agencies.   Dr.  Philip  R.  Lee,  professor  of 
social  medicine  and  director  of  the  Institute  for  Health  Policy  Studies  at 
the  University  of  California  Medical  School,  proposed  questions  concerning 
the  impact  of  health  maintenance  organizations  on  medical  practice  in  the 
United  States. 


Organization  of  the  Project 

The  Kaiser  Permanente  Oral  History  Project  staff,  comprised  of  Malca 
Chall,  Sally  Hughes,  and  Ora  Huth,  met  frequently  throughout  1985  to  assign 
the  interviews,  plan  the  procedures  and  the  time  frame  for  research, 
interviewing,  and  editing,  and  to  set  up  a  master  index.   Interviews  with 
the  first  nine  pioneers  took  place  between  February  and  June,  1985,  and 
with  the  second  group  between  February  and  December,  1986.   The  transcripts 
of  the  tapes  were  edited,  reviewed  by  the  interviewees,  typed,  proofread, 
indexed,  copied,  and  bound.   The  entire  series  will  be  completed  during 
1987. 

Summary 

This  oral  history  project  traces,  from  various  individual 

perspectives,  the  evolution  of  the  Kaiser  Permanente  Medical  Care  Program 
from  1938  to  1970.   Each  interview  begins  with  a  discussion  of  the 


'Tapes  of  these  interviews  have  been  deposited  in  the  Microforms 
Division  of  The  Bancroft  Library. 


individual's  family  background  and  education—those  tangible  and  intangible 
forces  that  shaped  his  or  her  life.   The  conversation  then  shifts  to  the 
interviewee's  participation  in  and  observation  of  significant  events  in  the 
development  of  the  health  plan.   Thus,  the  reader  is  treated  not  only  to 
facts  on  the  history  of  the  Program,  but  to  opinions  about  the  personal 
qualities  of  the  men  and  women—doctors ,  other  health  care  professionals, 
lawyers,  accountants,  and  businessmen—who,  often  against  great  odds, 
dedicated  themselves  to  the  development  of  a  health  care  system  which, 
without  their  commitment  and  skills,  might  not  have  resulted  in  the 
individual  and  organizational  achievements  that  the  Kaiser  Permanente 
Medical  Care  Program  represents  today. 

The  Regional  Oral  History  Office  was  established  to  tape  record 
autobiographical  interviews  with  persons  who  have  contributed  significantly 
to  the  development  of  the  West.   The  office  is  headed  by  Willa  K.  Baum  and 
is  under  the  administrative  supervision  of  James  D.  Hart,  the  director  of 
The  Bancroft  Library. 


Malca  Chall,  Director 

Kaiser  Permanente  Medical  Care  Program 
Oral  History  Project 

23  January  1987 

Regional  Oral  History  Office 

Berkeley,  California 


ADDENDUM 

Following  completion  of  the  initial  nineteen  interviews  in  the  Kaiser 
oral  history  series,  the  advisory  committee  expanded  the  project  beyond  the 
1970  cutoff  date.   The  aim  was  to  document  the  medical  program's  evolution 
from  the  perspective  of  the  Central  Office  through  interviews  with  Scott 
Fleming  and  James  Vohs . 

Scott  Fleming,  an  attorney,  joined  the  legal  department  of  the  Henry 
J.  Kaiser  Company  in  1952,  and  the  Central  Office  of  Kaiser  Health  Plan/ 
Hospitals  in  1955.   His  pivotal  career  there  continued  until  his  retirement 
in  1989,  broken  only  by  periods  as  deputy  assistant  secretary  in  the 
Department  of  Health,  Education,  and  Welfare  in  Washington,  D.C.  (1971- 
1973)  and  as  regional  manager  of  Kaiser's  Northwest  Region  (Oregon)  (1973- 
1976) . 

In  1952,  James  Vohs  began  his  career  with  Kaiser  in  labor  and 
industrial  relations  with  several  different  components  of  the  Kaiser 
Company.   In  1957  he  joined  the  Health  Plan  in  Los  Angeles  as  employee 
relations  advisor,  shortly  thereafter  becoming  Health  Plan  manager  of  the 
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Southern  California  Region.   His  career  with  the  medical  program  moved 
steadily  upward.   Between  1974  and  1991  he  assumed  the  helm  of  the  Kaiser 
Permanente  Medical  Care  Program  as  chairman,  president,  and  CEO,  positions 
he  held  until  his  retirement  in  1992. 

Both  Fleming  and  Vohs  knew  the  program  and  its  key  administrative  and 
Permanente  Medical  Group  personnel  from  its  tumultuous  "Lake  Tahoe"  days  in 
the  1950s;  through  its  expansion  from  three  to  twelve  regions,  with 
consequent  growth  of  membership;  the  impact  of  federal  regulations, 
including  Medicare  which  Mr.  Fleming  had  a  hand  in  crafting;  and  the  effect 
of  competition  among  HMOs  and  Kaiser  Permanente.   They  were  on  hand  to 
witness  the  major  changes  in  the  health  care  industry  with  which  Kaiser 
Permanente  must  currently  cope.   Their  interviews  broaden  and  add 
significantly  to  the  history  of  the  Kaiser  Permanente  Medical  Care  Program 
from  its  inception  to  the  present. 


July  1997 

Regional  Oral  History  Office 

Berkeley,  California 


Malca  Chall,  Director 

Kaiser  Permanente  Medical  Care  Program 
Oral  History  Project 
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INTERVIEW  HISTORY--James  Vohs 


This  oral  history  with  James  Vohs  is  the  twenty-first  in  the 
Kaiser  Permanente  Medical  Care  Program  oral  history  series,  covering  the 
careers  of  program  pioneer  administrators,  board  members,  physicians, 
and  others  who  have  provided  valuable  insights  and  memories  of  the 
growth  of  the  Health  Plan  since  its  beginnings  in  1945. 

James  Vohs'  career  with  the  Kaiser  Permanente  Medical  Care  Program 
spanned  thirty-four  of  the  program's  fifty  years,  from  December  1957, 
when  he  joined  the  plan  in  Los  Angeles  as  Health  Plan  Manager,  until 
1992,  when  he  retired  as  chairman  and  CEO  of  the  Kaiser  Foundation 
Health  Plan  and  Hospitals.   It  might  be  said  that  during  his  entire 
career  he  was  affiliated  with  Kaiser  because  from  1952  until  1957  he  was 
employed  by  Kaiser  companies  in  various  personnel  and  labor  relations 
capacities,  honing  his  leadership  and  management  skills.   Recognizing 
the  abilities  of  this  recent  UC  Berkeley  graduate,  key  Kaiser  personnel 
managers  moved  him  around  to  different  corporate  facilities  and  into 
gradually  more  sensitive  positions,  expecting  him  to  have  a  highly 
successful  career  in  labor  relations  within  the  vast  Kaiser  industrial 
empire . 

Much  to  their  displeasure,  Mr.  Vohs  opted  to  become  Health  Plan 
manager  with  the  Southern  California  Region  of  the  medical  care  program, 
the  position  offered  by  the  perceptive  regional  manager.   Although  Vohs 
claims  he  knew  nothing  about  the  Health  Plan  and  isn't  exactly  sure  why 
he  took  the  position,  he  has  never  regretted  the  decision.   This  was  the 
time  when  even  Kaiser  officials,  as  well  as  the  medical  profession  in 
general,  looked  askance  at  the  fledgling  Health  Plan.   At  cocktail 
parties  and  other  gatherings,  Jim  Vohs  found  it  easier  and  less 
disquieting  to  allow  questioners  to  assume,  when  he  said  he  "worked  for 
Kaiser,"  that  he  meant  any  other  segment  of  the  company  than  the  Health 
Plan. 

He  remained  with  the  Southern  California  Region  for  thirteen 
years,  approximately  five  as  Health  Plan  manager  and  seven  as  regional 
manager.   During  his  tenure,  he  confronted  problems  brought  on  by  an 
extraordinary  32  percent  growth  in  membership.   This  prompted  the  need 
to  find  capital;  to  locate  land  on  which  to  construct  medical 
facilities;  to  set  rates  prudently;  to  hire  qualified  employees  at  all 
levels;  to  work  with  the  medical  group  to  ensure  the  hiring  of  enough 
qualified  doctors  to  handle  the  growing  patient  load. 

At  the  same  time,  James  Vohs  became  committed  to  the  unique 
structure  and  principles  that  underlay  the  success  of  the  Kaiser 
Permanente  Medical  Care  Program:  group  practice  prepayment  and  the 
concept  of  partnership  between  the  Health  Plan  and  Hospitals  and  the 
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doctors.   This  joint  operation  spelled  out  in  the  1955  "Tahoe  Agreement" 
by  the  program's  pioneer  managers  and  doctors  became  his  guiding 
principle.   He  maintained  this  commitment  as  he  moved  up  through  the 
Health  Plan  hierarchy  from  regional  manager  in  southern  California,  to 
the  Central  Office  in  Oakland,  and  thence  to  president,  CEO,  and 
chairman  of  Kaiser  Foundation  Health  Plan  and  Hospitals.   He  remarked  in 
the  oral  history: 

In  my  case,  especially  with  Kaiser  Permanente,  I 
so  believed  in  the  organization,  its  purposes 
and  how  it  operated  that  I  felt  like  I  was  on  a 
mission.   But  all  of  the  key  executives  and 
physician  leaders  felt  that  way.   It  wasn't  just 
restricted  to  me.   I  think  we  all  had  what  we 
called  missionary  zeal.   We  believed  in  the 
organization,  we  wanted  to  see  it  grow,  and  we 
wanted  to  see  other  organizations  emulate  our 
form.   We  wanted  to  bring  something  really 
important  and  different  to  the  organization  of 
the  medical  care  services  in  the  United  States. 

The  design  of  the  organization  is  not  balanced. 
When  I  was  chairman  and  president,  I  ran  the 
Health  Plan  and  Hospitals  organizations.   A 
typical  hierarchical  form  of  management.   On  the 
medical  group  side,  there  was  at  one  time  just 
four  medical  directors  and  then  there  were  six 
and  then  eventually  twelve.   But  medical  groups 
weren't  organized  like  the  Health  Plan,  each  was 
separate  and  independent.   We  needed  the  Kaiser 
Permanente  Committee  to  provide  for  joint 
decision  making  and  for  joint  discussion  of 
issues  affecting  the  program  and  to  give  greater 
balance  to  the  partnership....   We  wanted  to 
have  a  way  in  which  their  voices  were  heard  on 
financing  issues,  on  legislative  issues,  and  on 
other  key  program-wide  matters. 

Vohs '  mission  and  his  adherence  to  the  principles  of  the  "Tahoe 
Agreement"  explain  in  large  measure  his  rationale  for  expanding  the 
Health  Plan  to  twelve  key  regions  throughout  the  country,  and  his 
careful  hands-on  style  of  oversight  of  these  semi-autonomous  regions. 
It  explains  his  perseverance  in  sustaining  the  partnership  between 
management  and  physicians.   It  explains  his  determination  to  assure 
quality  of  care,  and  to  establish  and  nurture  important  community 
services.   It  also  explains  his  attitude  toward  competition  with  for- 
profit  health  plans,  and  his  opposition  to  advertising  and  to  revising 
long-held  community  rating  plans. 


This  oral  history  traces  James  Vohs '  life  as  a  youngster  growing 
up  in  Idaho  Falls,  Idaho,  and  Berkeley,  California,  and  moves  on  through 
his  thirty-four  years  with  the  Kaiser  Permanente  Medical  Care  Program, 
some  twenty-four  at  the  helm.   A  quiet,  unassuming  man  noted  for  his 
integrity  and  dedication  to  Health  Plan  goals,  he  wanted  the  oral 
history  to  focus  on  the  program,  not  on  himself.   "I  don't  like  to  talk 
about  myself,"  he  told  me  bluntly.   But  the  two  cannot  easily  be 
separated.   The  table  of  contents  reveals  how  thoroughly  he  covered  his 
three  decades  with  the  medical  care  program  and  how  closely  he  and  the 
program  were  allied. 

We  held  an  introductory  meeting  on  November  6,  1996,  and  our  first 
taping  session  on  November  19  in  Mr.  Vohs'  "retirement"  office  in  the 
Kaiser  Center.   The  following  six  two— hour  sessions  took  place  in  the 
mornings  in  the  pleasant  "sun  room"  of  the  Vohs1  gracious  Tudor-style 
home  in  Oakland.   We  completed  the  fourteen  interview  hours  on  October 
1997.   Prior  to  most  sessions,  Mr.  Vohs  received  an  outline  of  the 
topics  we  planned  to  discuss.   Recollection  was  not  a  problem;  he  seemed 
to  remember  every  pertinent  date,  name,  and  occurrence  of  the  past 
thirty-four  years. 

He  carefully  reviewed  the  lengthy,  lightly  edited  transcript, 
adding  important  details,  and  revising  sentences  to  assure  clarity.   One 
would  expect  this  of  an  admittedly  "hands-on  manager,"  who  helped  draft 
and  edit  every  annual  report  for  twenty-four  years.   He  left  unchanged 
the  essential  tone  and  substance  of  the  interviews.   Some  repetition  is 
inevitable  in  an  oral  history  of  this  length.   Although  one  can  organize 
the  subject  chronologically,  many  important  strands  weave  throughout  the 
story,  defying  chronology.   Retelling  is  necessary  to  pull  the  strands 
together;  doing  so  strengthens  and  enriches  the  history. 

In  order  to  understand  better  Mr.  Vohs'  impact  on  the  Kaiser 
Permanente  Health  Plan  during  his  tenure  in  the  Central  Office,  and  to 
gain  insight  into  the  many  technical  issues  facing  the  medical  plan  as 
it  expanded,  matured,  and  confronted  competitive  and  other  pressures,  I 
reviewed  all  issues  of  the  Kaiser  Permanente  Medical  Care  Program  Annual 
Reports .  and  some  other  Kaiser  publications  between  the  years  1970  and 
1992,  as  well  as  journals  and  newspaper  articles  dealing  with  Kaiser 
Permanente  in  particular,  and  the  changing  fortunes  of  HMOs  and  medical 
care  practices  in  general.   During  1996,  I  also  talked  to  a  number  of 
key  people  with  long-time  careers  in  the  program,  many  of  whom  had 
worked  closely  with  James  Vohs.   Most  were  retired,  some  still  actively 
working  on  special  assignments.   We  talked  by  phone  or  face-to-face  in 
their  homes  or  offices.   (Daniel  Wagster  in  my  home.)   I  am  grateful  to 
the  following  individuals  for  their  assistance  in  providing  essential 
information  for  my  interviews  with  James  Vohs. 
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By  phone:  Mark  Blumberg,  MD1;  Morris  Collen,  MD;  James  Lane1;  Mary 
Mashak;  Bruce  Sams,  MD;  Julia  Vitero 

In  person2:  Richard  V.  Anderson;  Robert  Erickson;  Scott  Fleming; 
Paul  Lairson,  MD,  Wayne  Moon;  Walter  Palmer;  Daniel  Wagster 

These  men  and  women  talked  about  James  Vohs '  personal  and 
professional  integrity  and  his  concern  with  quality  of  health  care. 
They  stressed  his  ability  to  listen  to  others  and  consider  their  ideas 
even  when  he  opposed  them.   They  discussed  his  leadership  role  in 
launching  needed  changes.   They  often  used  the  words  "steward"  and 
"legacy".   They  acknowledged  his  impact  on  the  medical  plan's  "culture" 
during  his  three-decade  tenure  at  its  helm. 

James  Vohs  looks  back  with  pride  and  a  few  regrets  at  his  thirty- 
four  years  with  the  Kaiser  Permanente  Medical  Care  Program.   He 
considers  his  legacy  in  more  personal  terms  not  just  as  commitment  to 
the  principles  of  the  program,  but  of  its  community  services.   He  speaks 
modestly  of  his  own  truly  exceptional  commitment  to  serve  the  broader 
Oakland  community. 

Historians  of  the  Kaiser  Permanente  Medical  Care  Program,  in 
particular,  and  of  HMOs  and  other  managed  care  practices  in  general, 
will  find  this  detailed,  personal  account  of  leadership,  management, 
business  practices,  and  the  government  and  economic  policies  which  moved 
the  medical  practice  field  to  its  present  controversial  position,  a 
valuable  addition  to  the  history  of  medicine  at  the  end  of  this  century. 

The  Regional  Oral  History  Office  was  established  in  1954  to 
augment  through  tape-recorded  memoirs  the  Library's  materials  on  the 
history  of  California  and  the  West.   Copies  of  all  interviews  are 
available  for  research  use  in  The  Bancroft  Library  and  in  the  UCLA 
Department  of  Special  Collections.   The  office  is  under  the  direction  of 
Willa  K.  Baum,  Division  Head,  and  the  administrative  direction  of 
Charles  B.  Faulhaber,  James  D.  Hart  Director  of  The  Bancroft  Library, 
University  of  California,  Berkeley. 

Malca  Chall 
Interviewer /Ed it or 
April  1999 

Regional  Oral  History  Office 
The  Bancroft  Library 
University  of  California,  Berkeley 


'Notes  of  their  conversations,  reviewed  by  James  Lane  and  Mark  Blumberg, 
are  deposited  in  The  Bancroft  Library  with  the  Vohs  interview. 

2Tapes  of  the  interviews  (except  for  Scott  Fleming  who  was  not 
taped)  are  deposited  in  The  Bancroft  Library  with  the  Vohs  interview. 
See  the  Appendix  for  background  on  each  person. 
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BIOGRAPHICAL  INFORMATION 

(Please  write  clearly.  Use  black  ink.) 

Your   full   name         J3W\£t    A\T-H\(J^    \fO\AS  _ 

Date   of   birth      S&O  .   2.G  .    \A  ~L&  Birthplace  f 
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Education 
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\    t^/LU   QlQ/         t^M 


Areas    of    expertise 


Other  interests  or  activities 


Organizations  in  which  you  are  active    See  Appendix  A 
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Kaiser  Services 
Oakland,  California 

Kaiser  Engineers 
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Oakland,  California 
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Kaiser  Foundation  Health  Plan,  Inc. 
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Kaiser  Foundation  Health  Plan  & 
Kaiser  Foundation  Hospitals 
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KFHP  &  KFH 

Los  Angeles,  California 
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KFHP  &  KFH 
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Mail  Boy,  Messenger 
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Employment  Representative 

Wage  and  Salary  Representative 

Employment  Manager 

Employee  Relations  Representative 

Industrial  Relations 
Superintendent 

Industrial  Relations  Superintendent 
Employee  Relations  Advisor 


Health  Plan  Manager 
Southern  California  Region 

Assistant  Regional  Manager 
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Regional  Manager 
Southern  California  Region 


Vice  President  and  Regional  Mgr. 
Southern  California  Region 
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Operations 
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KFHP  &  KFH 
Oakland,  California 

KFHP  &  KFH 
Oakland,  California 

KFHP  &  KFH 
Oakland,  California 

KFHP  &  KFH 
Oakland,  California 

KFHP  &  KFH 
Oakland,  California 


President 


President  and  CEO 


Chairman,  President  and  CEO 


Chairman  and  CEO 


Chairman  Emeritus 


I   FAMILY  BACKGROUND  AND  EDUCATION:  FROM  IDAHO  FALLS  TO  BERKELEY 

[Interview    1:    November    19,    1996]    ////' 

Parents  and  Grandparents 


Chall:   I  know  that  you  were  born  in  Idaho  Falls  [Idaho]  in  1928  because  I 
have  your  resume.   So  let's  start  with  your  telling  me  about  how 
your  parents  happened  to  be  in  Idaho  Falls  at  the  time  of  your 
birth.   Who  were  your  parents  and  your  grandparents? 

Vohs :    Since  we're  starting  with  Idaho  Falls,  let  me  start  with  my  mother 
because  that  was  where  her  family  lived.   Her  mother  lived  in 
Idaho  Falls  and  my  mother  grew  up  there.   She  had  seven  brothers 
and  sisters.   My  grandmother,  who  was  a  very  important  part  of  my 
life-- 

Chall:   Your  mother's  mother? 

Vohs:    Yes. 

Chall:   What  were  their  names? 

Vohs:    My  mother's  name  was  Cliff  Lucille  Packer.   My  grandmother's  name 
was  Cliff  Packer. 

Chall:   And  what  was  the  derivation  of  those  rather  unusual  names? 

Vohs:    I  have  no  idea.   My  grandfather  was  Nathan  Packer.   Nathan  Packer 
died  when  I  was  about  one.   He  died  in  his  early  forties—very 
young- -so  I  never  knew  him.   My  grandmother,  who  lived  into  her 
nineties,  was  a  widow  for  almost  sixty  years. 

Chall:   She  had  the  seven  children? 


'////  This  symbol  indicates  that  a  tape  or  tape  segment  has  begun  or 
ended.   A  guide  to  the  tapes  follows  the  transcript. 


Vohs :    Eight  children.   She  had  twenty-one  grandchildren,  and  I  don't 
know  how  many  great-grandchildren.   She  became  the  matriarch  of 
the  family,  clearly.   An  uneducated  woman,  my  grandmother  married 
when  she  was  sixteen.   I  think  my  mother  was  the  oldest. 

Chall:   What  did  Nathan  do? 

Vohs:    Nathan  was  a  carpenter,  he  built  homes.   There's  a  home  in  Idaho 

Falls--!  have  a  picture  of  the  home  that  he  built,  that  the  family 
lived  in  at  one  time.   But  as  I  say,  I  never  knew  him. 

On  my  father's  side,  my  father's  name  was  John  Dale  Vohs.   He 
always  went  by  Dale,  and  later  in  years  he  called  himself  Dale 
John  Vohs.   But  his  real  name  was  John  Dale  Vohs.   He  was  from 
Illinois.   He  grew  up  in  La  Salle,  Illinois.   He  had  four 
brothers;  there  were  five  in  his  family.   His  father's  name- -my 
grandfather's  name—was  John  Joseph  Vohs.   I  never  met  him,  I 
never  saw  him.   My  grandmother  on  my  father's  side  was  Helen 
Manning  Vohs . 

Chall:   Were  they  always  in  Illinois? 

Vohs:    Always  in  Illinois.   I  never  saw  her,  I  never  knew  her.   By  the 
way,  you  might  want  to  have  my  grandmother ' s--my  mother's 
mother ' s--maiden  name:  Crabtree. 

Chall:   Your  father  was  living  in  Illinois,  and  your  mother  grew  up  in 
Idaho.   How  did  they  meet? 

Vohs:    My  father  was  a  football  player.   He  went  to  the  University  of 

Notre  Dame.   He  played  under  Knute  Rockne ,  who  was  a  very  famous 
football  coach.   Dad  was  in  the  army  during  the  war;  that 
interrupted  his  college  a  little  bit,  but  he  went  back  to  Notre 
Dame  after  the  war  was  over.   He  separated  his  shoulder,  and  so  he 
went  out  to  work  on  a  ranch  in  Idaho  during  the  summer  to 
rehabilitate  his  shoulder.   It  was  called  the  Hidden  Dog  Ranch  in 
Idaho.   After  he  got  out  to  Idaho,  the  University  of  Idaho  coach 
convinced  him  to  stay  in  Idaho  and  go  to  the  university  and  play 
football  at  the  University  of  Idaho.   I  will  never  understand  how 
my  father  made  that  decision,  because  he  loved  Notre  Dame,  he 
loved  playing  for  Rockne,  and  of  course  Rockne  was  such  a  famous 
person.   I've  always  suspected  there's  more  to  the  story  than  he 
ever  told,  because  I  just  don't  understand  it. 

Anyway,  he  played  football  at  the  University  of  Idaho  and  made 
quite  a  name  for  himself  as  a  football  player,  and  then  went  into 
coaching.   He  ended  up  coaching  the  high  school  football  team  in 
Idaho  Falls.   And  that's  where  he  met  my  mother. 


Chall:   Was  your  father  Catholic? 

Vohs :    Yes,  all  my  relatives  on  that  side.   My  mother  was  Mormon,  and  all 
of  her  family  were  Mormon.   As  a  result  I  was  never  baptized.   My 
brother,  who  is  older,  was  born  in  Illinois.   My  mother  went  back 
to  La  Salle  when  she  was  pregnant  and  gave  birth  back  there,  so  my 
brother  was  baptized  Catholic.   He  didn't  know  it,  and  I  didn't 
know  it  until  he  went  into  the  service  during  the  Korean  War.   My 
father  decided  he  should  know,  and  so  he  told  him  then.   As  we 
grew  up,  we  went  to  Catholic  school  and  we  went  to  Mormon  church. 
I  went  to  Catholic  mass  in  the  morning  on  Sunday,  and  then  to  a 
Mormon  service  Sunday  evening.   They  also  have  a  service  on 
Tuesdays  called  Mutual,  which  I  went  to.   I  grew  up  not  baptized, 
but  going  to  both  churches.   My  brother  and  I  went  to  Catholic 
school  until  we  were  in  the  fifth  and  sixth  grades,  and  after  that 
we  went  to  public  school. 

Chall:   Did  there  seem  to  be  any  problems?   I  mean,  is  this  the  way  your 

parents  worked  it  out  and  you  just  accepted  this  arrangement? 

• 

Vohs:    Yes,  in  a  way.   Actually,  my  father  didn't  live  with  us  very  much. 
He  and  my  mother  were  separated  for  long  periods  of  time.   My 
father  got  out  of  coaching  at  Idaho  Falls;  I  think  he  had  some  bad 
experience  there.   Again,  I  don't  know  really  what  that  was.   He 
ended  up  sailing  for  a  long  time  with  Matson  Lines,  so  he  was  away 
for  almost  all  of  my  growing  up. 

Chall:   What  did  he  do  with  Matson? 

Vohs:    He  was  a  masseur.   Although  he  had  a  college  degree,  he  never  ever 
had  a  job  in  which  he  used  that  degree. 

Chall:   What  do  you  suppose  in  those  days  would  be  the  meaning  of  a 
college  degree  when  you're  a  football  player? 

Vohs:    I  think  he  was  so  hurt  after  not  staying  in  coaching,  since  that 
was  really  what  he  wanted  to  do  all  his  life.   From  that  point  on 
it  really  didn't  matter  a  lot  to  him.   I  think  he  lost  a  lot  of 
incentive  and  motivation  and  ambition.   He  ended  up  as  a  security 
guard  for  years  and  years.   He  also  was  an  alcoholic.   He  did  not 
have  a  very  happy  life.   And  I  don't  think  my  mother  had  a  very 
happy  life. 

Chall:   It  would  have  been  hard.   So  there  were  just  two  of  you—you  and 
your  brother. 

Vohs:    Yes. 


Chall:   And  he  was  older  by  about  a  year  or  something? 
Vohs :    About  seventeen  months,  something  like  that. 
Chall:   What  is  his  name? 

Vohs:    His  name  is  John  Dale  Vohs,  Jr.   My  mother  worked  all  her  life; 

she  was  a  bookkeeper.   She  worked  at  the  local  department  store  in 
Idaho  Falls,  and  then  came  out  to  California  and  worked  until  just 
two  years  before  she  died,  and  she  died  at  eighty-four,  so  she 
worked  until  she  was  eighty-two  as  a  bookkeeper.   All  her  life. 


Move  to  Berkeley.  1940 


Chall:   Good  for  her.   You  came  out  here  when  she  did? 


Vohs: 


Chall: 
Vohs: 

Chall: 
Vohs: 


Yes,  in  1940  one  of  my  uncles--her  brother  —  and  her  sister  and 
both  of  their  families  moved  to  Berkeley.   They  encouraged  my 
mother  to  move.   Again,  I  don't  really  know  exactly  why  she  made 
the  decision;  it's  hard  to  leave  the  town  you've  grown  up  in  and 
so  forth.   But  she  decided  to,  and  so  we  moved  to  Berkeley  in 
1940. 


I  see.   That  explains  the  University  of  California 
sure  just  which  campus  it  was,  because-- 


But  I 'm  never 


Always  when  I  say  University  of  California,  there's  only  one 
campus . 

You  mean  Berkeley,  okay  [laughs]. 

You  can  say  UCLA  or  UC  something  else,  but  University  of 
California  is  Berkeley. 

We  moved  in  with  my  aunt  and  uncle  and  their  two  children;  my 
grandmother,  my  mom,  my  brother,  and  I  were  all  staying  in  a  two- 
bedroom  apartment  out  on  California  Street  in  Berkeley,  just  off 
Virginia.   We  lived  there  for  quite  a  while  until  we  found  a  one- 
room  apartment  that  we  moved  into  on  University  Avenue,  over 
Walt's  Drugstore.   We  had  a  Murphy  bed  where  you  pull  it  out  of 
the  wall  and  a  rollaway  bed  that  came  out  of  the  closet  into  the 
living  room. 

We  had  a  tiny  kitchen.   For  much  of  the  time  that  we  lived  in 
California  my  grandmother  lived  with  us,  because  my  mother  worked. 


She  lived  with  us  until  I  was  sixteen,  I  think,  and  in  high 
school.   She  finally  said  to  my  mother,  "I  think  the  boys  are  old 
enough  to  take  care  of  themselves."   She  wanted  to  go  back  to 
Idaho,  and  she  did. 

The  relationship  I  had  with  her  was  in  many  ways  much  closer 
than  with  my  mother.   First  of  all,  my  grandmother  was  a  very 
loving,  warm  woman--!  don't  mean  my  mother  wasn't  loving,  but  she 
didn't  express  it  quite  as  easily  and  as  warmly.   She  was  very 
proud  of  us--in  fact,  we  were  her  whole  life.   But  her  ability  to 
express  that  to  us  was  different  than  my  grandmother.   My 
grandmother  could  be  a  very  strict  disciplinarian,  but  gosh,  how 
she  loved  us. 

Chall:   With  eight  children,  she  had  to  be  [chuckle].   But  she  was  the 
kind  who  could  encompass  them  all? 

Vohs:    Yes,  she  was.   Absolutely.   And  as  I  say,  she  was  a  very 

uneducated  woman,  but  really  a  lovely,  lovely  human  being. 

Chall:   So  in  a  sense,  I  suppose  your  background  and  values  and  ethics 
really  stem  from  her?   And  the  Mormon  church? 

Vohs:    I  think  from  the  Mormon  church  and  especially  the  Catholic  church, 
very  strong,  extremely.   It  made  a  great  impression  on  me.   Later 
on,  it  was  much  later  that  I  joined  the  church-- 

Chall:   Which  church? 

Vohs:    Catholic  church. 

Chall:   You're  a  practicing  Catholic  now? 

Vohs:    Oh,  yes.   But  it  took  a  long  time  before  that  happened.   I  guess 
the  only  other  thing  to  tell  you,  Malca,  at  this  point,  is  that  I 
went  to  work  when  I  was  twelve.   My  uncle  was  working  in  a  grocery 
store,  and  so  I  went  to  work  as  what  they  called  a  "courtesy  boy" 
in  those  days.   I  bagged  groceries  and  carried  them  out  to  the 
car,  things  like  that. 

Chall:   This  was  a  small  grocery  store  in  Idaho  Falls? 

Vohs:    A  small  grocery  store—no,  no,  in  Berkeley.   See,  I  was  twelve.   I 
was  eleven  when  I  moved  out  here.   Or  I  guess  I  had  just  turned 
twelve.   I  worked  all  my  life.   Summers  —  there  was  never  a  time 
that  I  didn't  have  a  job,  I  don't  think,  for  any  length  of  time. 
I  think  one  summer  I  didn't  get  a  job  right  away,  and  I  went  a 
week  and  about  went  crazy  [laughter].   I  didn't  know  what  to  do 


with  myself.   My  mother  didn't  make  much  money,  and  what  my 
brother  and  I  earned  we  contributed  to  our  living  expenses. 

Chall:   Where  did  you  go  to  school  in  Berkeley? 

Vohs:    Berkeley  High  School.   I  started  at  Garfield  Junior  High.   We 

moved  there  when  I  was  in  the  seventh  grade--at  Garfield  Junior 
High  School,  which  is  now  Martin  Luther  King.   Then  I  went  to 
Berkeley  High  School. 

Chall:   Having  come  from  Idaho  Falls  where  there  were  probably  not  too 
many  minorities  —  or  were  there? 

Vohs:    No,  no. 

Chall:   Would  it  have  been  quite  a  change  for  you  in  Berkeley? 

Vohs:    Not  so  much  at  Garfield.   Garfield  didn't  have  many  minorities 
either,  but  Berkeley  High  did  for  sure.   There  was  a  high 
percentage  of  minorities,  mostly  African-American. 

Chall:   Was  that  something  that  you  adjusted  to,  or  did  you  feel  a  need 
to? 


Indications  of  Leadership  Potential 

Vohs:    Oh,  I  didn't  even  notice  it.   I  think  it  was  a  harder  adjustment 
moving  from  Idaho  to  a  town  like  Berkeley  in  that  the  people 
seemed  a  lot  more  sophisticated  than  I  did,  and  I  felt  like  a 
hick.   I  felt  that  people  looked  at  me  that  way  at  first.   The 
first  time  I  saw  a  person  eating  artichokes--!  had  never  seen  an 
artichoke.   Little  things  like  that  [laughter].   Actually,  both  my 
brother  and  I  adjusted  very  quickly.   I  think  I  ended  up  a  student 
body  officer  in  Garfield.   And  in  Berkeley  High  School,  I  was 
student  body  treasurer,  I  was  president  of  my  Low  Ten  class,  which 
is  your  entering  class  in  high  school. 

Chall:   That  means  that  you  had  a  feeling  that  you  had  potential  for 
leadership,  or  you  just  had  it? 

Vohs:    Never  thought  of  that.   Never  put  it  in  those  kind  of  thoughts. 
Chall:   What  propelled  you  into  the  position  of  officer  in  your  classes? 


Vohs :    I  guess  there  was  sort  of  an  ambition  for  that  kind  of  thing, 
which  is  the  ambition  to  move  forward  and  take  on  greater 
responsibility.   I  don't  like  to  think  I  was  overly  ambitious  or 
anything  like  that.   I  was  never  aware  of  the  ambition;  I  just  did 
those  things. 

Chall:   Was  it  a  way  also  of  becoming  a  part  of  the  mainstream  of  the 
school? 

Vohs:    Probably,  a  little  bit.   But  you  know,  I  guess  I  was  a  leader,  and 
so  people  treat  you  as  a  leader,  and  all  of  a  sudden  people  are 
saying  that  you  should  do  this  and  that.   So  it's  not  just 
something  where  you  say,  "This  is  what  I  want  to  do  so  I'm  going 
to  run  for  office."   You  sort  of  evolve  into  those  kind  of 
situations . 

Chall:   What  kinds  of  classes  were  you  taking,  particularly  in  Berkeley 
High? 


College  as  a  Goal 


Vohs:    Berkeley  High,  it  was  all  college  preparatory. 

Chall:   This  was  expected  of  you  then,  in  your  family,  that  you  would  go 
to  college? 

Vohs:    No,  it  really  wasn't.   My  mother  had  not  gone  to  college,  and  she 
had  only  one  brother  that  went  to  college—her  youngest  brother 
went  to  junior  college  for  two  years.   None  of  her  other  brothers 
and  sisters  went  to  college.   So  there  was  no  expectation  of  me. 
But  because  all  of  my  school  friends  and  the  social  group  that  I 
went  with  —  as  you  know  there  are  a  lot  of  people  that  live  in  the 
hills  in  Berkeley  that  are  affluent,  et  cetera,  and  going  to 
college  was  automatic  with  them.   So  I  took  the  college 
preparatory,  but  I  really  was  never  certain  that  I  would  go.   I 
had  my  first  suit  when  I  graduated.   It  was  my  uncle's  that  we  had 
cut  down  for  me.   We  moved  from  the  one-room  apartment,  but  we 
were  still  living  in  a  rental.   My  mother  didn't  drive,  we  never 
had  a  car.   My  brother  and  I  finally  earned  enough  money,  and  we 
bought  a  couple  of  old  jalopies. 

It  wasn't  automatic  at  all  that  I  would  go  to  college.   As  a 
matter  of  fact,  when  I  graduated  from  high  school,  my  mother,  who 
was  working  for  Kaiser  at  the  time  as  a  bookkeeper,  had  me  come 
down  and  be  interviewed  for  a  job  as  a  messenger  and  mailboy,  and 


I  got  the  job.   That  was  in  June  of  '46.   Fifty  years  ago.   (We 
just  celebrated  ray  fiftieth  high  school  reunion  earlier  this 
year.)   I  got  the  job  as  a  mailboy  at  Kaiser,  and  I  worked  for  a 
couple  of  months.   I  had  no  plans  to  go  to  college.   Then  I 
learned  that  the  rules  had  been  changed  so  that  if  you  enlisted  in 
the  army  for  a  year  and  a  half  you  could  get  the  G.I.  Bill  of 
Rights.   I  enlisted  in  the  army  so  that  I  could  go  to  college; 
otherwise  I  could  not  have  afforded  to  go.   Even  as  inexpensive  as 
Cal  was  at  the  time,  I  still  couldn't  have  afforded  it. 

Chall:   So  that  explains  why  you  were  a  little  bit  older  than  the  average 
person  when  you  graduated. 

Vohs :    Sure.   When  I  got  out,  my  brother  who  had  been  in  the  service  too 
had  already  entered  the  university.   I  got  out  of  the  army  in 
January  but  didn't  go  to  school  until  August,  so  I  worked  again  in 
a  grocery  store  to  help  him  and  to  help  Mom  before  I  started  at 
Berkeley. 

Chall:   When  you  were  in  high  school  taking  your  college  prep  work,  were 
your  teachers  and  counselors  encouraging  you?  Was  there  any 
encouragement  besides  what  came  solely  from  you? 

Vohs:    No,  I  didn't  get  any.   Since  my  mother  had  never  gone  to  college 
and  maybe  because  of  the  way  she  was,  we  didn't  get  much 
direction.   She  really  didn't  give  us  a  lot  of  direction  on 
anything. 

Chall:   Was  she  pleased  though? 

Vohs:    Oh,  I'm  sure  she  was.   But  she  didn't  press  us  on  our  grades  or 

things  like  that  to  be  sure  that  we  would  qualify  or  that  kind  of 
thing. 

Chall:   So  it  was  all  internal. 

Vohs:    Yes.   And  I  really  credit  the  fact  that  for  so  many  of  my  friends 
--that  was  their  goal.   If  I  had  gone  to  a  school  where  that  was 
not  where  everybody  was  aimed,  I  might  have  done  what  everybody 
else  was  aimed  at.   I  was  influenced  greatly  by  the  fact  that  all 
of  my  friends  were  planning  on  going  to  college.   Of  course,  many 
of  them  went  to  Cal. 

Chall:   Were  there  any  special  subjects  that  you  were  interested  in?   Did 
you  have  any  career  plans  in  mind  at  that  time? 

Vohs:    No,  I  didn't  have  the  slightest  idea  what  I  wanted  to  do.   Sort  of 
in  the  back  of  my  mind  I  thought  I'd  like  to  be  an  attorney.   It 


wasn't  really  strong.   I  thought  I  had  wanted  to  be  a  football 
coach  at  one  time.   Just  as  a  sidelight:  When  we  were  in  junior 
high  school,  one  of  the  auto  dealers  in  town  formed  a  football 
team;  he  had  formed  it  years  and  years  ago,  so  he  had  it  every 
year,  with  junior  high  school  kids.   And  there  were  a  few  other 
teams  like  that  around,  and  we  would  play  each  other.   Then  on 
occasion  we  would  play  at  half time  up  at  Cal,  at  the  stadium.   His 
son  was  the  coach  of  that  team,  and  when  the  war  came  along  he 
went  in  the  service,  so  I  took  over  as  the  coach  in  junior  high 
school,  in  ninth  grade.   I  put  the  team  together,  and  I  coached 
the  team.   I  thought  maybe  I  would  be  a  football  coach,  but  it  was 
clear  in  high  school  that  I  really  wasn't  an  athlete.   If  you 
weren't  an  athlete  there  was  no  way  you  could  think  of  being  a 
coach.   Today,  you  could;  it's  different.   But  not  at  that  time. 
Then  I  thought  maybe  I'd  become  an  attorney. 


The  Army  Experience.  1946- 1948 


Chall; 


Vohs: 


I  see.   Now  when  you  went  into  the  army,  where  did  you  go? 
was  that  experience  like? 


What 


It  was  a  good  experience  for  me.   I  went  back  to  Fort  Bragg,  North 
Carolina,  where  I  did  my  basic  training.   The  war  had  ended  just 
the  year  before  and  a  lot  of  the  veterans  were  being  discharged. 
The  army  kept  me  there,  and  I  worked  in  a  mailroom  at  Fort  Bragg. 
I  was  able  to  work  it  out  so  that  instead  of  living  in  the  large 
barracks  with  all  the  men  in  the  Headquarters  Company,  I  found  an 
abandoned  barracks  and  I  was  able  to  move  into  a  single  room 
there.   The  only  reason  I  mention  it  to  you  is  because  I  really 
enjoyed  reading.   I  joined  a  book  of  the  month  club--I  read 
everything  I  could.   So  I  used  my  time  reading.   It  was  because  I 
had  the  privacy  that  I  could  do  it. 

Chall:   I  imagine  that  there  weren't  many  others  who  were  doing  the  same 
thing. 

Vohs:    No,  there  weren't.   That  absolutely  convinced  me  I  had  to  go  to 

college,  because  I  saw  regular  enlisted  army  people  who  had  stayed 
in,  and  I  knew  that  wasn't  what  I  wanted  to  do.   And  I  saw, 
really,  if  I  was  going  to  do  anything  in  life,  I  had  to  go  to 
college.   I  did  not  want  to  end  up  where  I  saw  a  lot  of  people. 
It  just  absolutely  convinced  me  that  somehow  I  had  to  go  to 
college . 

Chall:   So  you  put  in  your  year  and  a  half  and-- 
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Vohs :    Well,  then  I  was  transferred  from  Fort  Bragg  to  Atlanta,  Georgia. 
I  was  there  because  my  personnel  records  indicated  that  I  could 
type.   I  was  assigned  to  what  was  called  3rd  Army  Headquarters, 
which  was  in  downtown  Atlanta.   They  wanted  to  assign  me  as  a 
typist  clerk.   I  fibbed  a  little,  I  said,  "I  don't  know  who  put 
that  on  my  record--!  can't  type."   I  did  not  want  to  be  a  typist 
[laughter].   I  just  didn't  want  to  work  in  an  office. 

They  transferred  me  from  3rd  Army  Headquarters  to  Fort 
McClellan,  which  is  within  the  city  limits  of  Atlanta.   I  was 
there  probably  six  weeks  before  they  found  a  job  for  me.   I've 
forgotten  exactly  the  dates,  but  I  was  assigned  as  a  lifeguard  at 
the  officers'  swimming  pool  [chuckle],   I  did  that  for  the  summer, 
and  when  the  summer  was  over—that's  when  I  went  out  for  football 
--then  I  was  put  in  charge  of  the  skeet  range.   We  had  a  skeet  and 
trap  range,  and  so  I  ran  the  skeet  and  trap  range.   It  was  a  lot 
better  than  typing  in  an  office  in  downtown  Atlanta.   I  did  that 
until  I  was  discharged.   So  my  army  experience  wasn't  bad  at  all. 

Chall:   No,  it  wasn't;  in  fact,  it  was  probably  quite  interesting  on  the 
whole.   So  that  was  '46  to  nearly  '48. 

Vohs:    Right.   And  just  going  back  to  your  question  about  adjusting  to 

minorities,  I  will  never  forget  when  I  went  out  one  time  to  catch 
the  bus  out  in  front  of  Fort  McClellan  to  go  into  downtown 
Atlanta.   I  was  a  corporal,  and  an  African-American  lieutenant 
came  out.   I  saluted  that  lieutenant  when  he  got  there,  and  we 
stood  there  waiting  for  the  bus.   When  the  bus  came,  and  we  got 
on,  he  went  to  the  back  of  the  bus  and  I  sat  in  front.   I  can't 
tell  you  how  uncomfortable  I  was.   I  just  couldn't  believe  how 
uncomfortable  I  was.   J_  should  have  sat  in  the  back  of  the  bus, 
and  he  should  have  been  in  the  front.   I  was  just  a  lowly 
corporal,  and  he  was  a  lieutenant. 

Chall:   I  can  see  that  you  really  noticed  things  when  you  went  South. 
Anybody  who  was  reared  in  the  North  would. 

Vohs:    When  I  came  home  and  was  working  in  a  grocery  store  in  Richmond,  I 
went  in  to  get  a  haircut.   There  was  a  black  barber,  and  there  was 
a  black  fellow  getting  a  haircut.   I  thought  for  a  minute,  I  can't 
go  in  there  to  get  my  haircut.   It  took  me  a  minute  to  realize  it 
was  okay,  that  I  could  get  my  hair  cut  here  [chuckle] .   It  has  a 
great  impact  on  you. 

Chall:   Those  are  interesting  experiences  that  you  had,  because  you  more 
or  less  began  to  know  what  it  was  you  wanted  in  your  life. 
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University  of  California.  Berkeley,  1948-1952 


Chall:   So  you  then  were  able  to  get  to  Cal.   You  enrolled.   And  you  had 
your  four  years  until  '52.   What  were  you  studying? 

Vohs :    Of  course  as  an  undergraduate  I  just  took  the  basic  courses,  but 
my  intent  was  to  get  a  degree  in  business  administration. 

Chall:   What  prompted  that? 

Vohs:    Probably  just  an  elimination  of  other  things  that  I  didn't  want  to 
be.   I  didn't  want  to  be  a  doctor  or  an  architect--!  thought  I 
could  go  on  to  law  school  with  the  business  administration  degree. 
In  the  meantime,  I  worked  in  a  restaurant:  I  was  a  dishwasher,  and 
then  I  was  a  fry  cook  and  a  busboy,  et  cetera.   Then  I  went  to 
work-- 

Ht 

Vohs:    I  got  a  job  at  George  Good's  clothing  store  —  adjacent  to  the 
campus--and  I  worked  about  thirty  hours  a  week.   I  joined  a 
fraternity-- 

Chall:   Which  one  was  that? 

Vohs:    It  was  Phi  Gamma  Delta. 

Chall:   But  you  worked  on  the  outside.   You  didn't  work  in  the  fraternity? 

Vohs:    No.   My  senior  year  I  was  president,  and  1  got  free  board  and 

room. 

Chall:   When  you  were  working  during  your  four  years,  were  you  living  at 
home? 

Vohs:   At  first  I  was.   I  think  I  moved  into  the  fraternity  house  my  last 
year  and  a  half.   In  the  summertimes  I  did  everything  from  working 
in  steel  mills  to  working  in  the  woods  in  lumbering  and  sawmills. 
I  worked  in  gas  stations  and  all  kinds  of  different  things. 

Chall:   So  in  the  woods  that  would  have  meant  going  into  northern 
California  somewhere? 

Vohs:    Oregon. 

Chall:   Oregon?   You  went  as  far  as  Oregon? 
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Vohs :    Yes.   I  was  with  a  group  of  football  players.   There  was  an  alum 

who  liked  football  players  and  wanted  to  give  them  jobs  during  the 
summer,  and  so  I  went  with  three  of  them  as  kind  of  a  tag-along. 
They  gave  me  a  job  too.   We  first  worked  in  a  sawmill  in  Roseburg. 
We  only  worked  there  a  couple  of  weeks,  and  then  we  went  to  work 
in  the  woods.   We  moved  to  Canyonville,  which  is  really  a  small 
town.   We  worked  up  in  the  woods. 

Chall:   Felling  trees? 

Vohs:    We  were  doing  what  is  called  setting  chokers,  which  is  wrapping 
cables  around  the  cut  trees  so  that  they  can  be  pulled  off  and 
loaded  on  to  the  trucks,  and  then  we  help  load  them  on  the  trucks. 

Chall:   That  takes  a  lot  of  physical  effort,  doesn't  it? 

Vohs:    Yes.   It's  the  typical  lumberjack  kind  of  thing,  except  we  weren't 
doing  the  cutting. 

Chall:  You  had  to  be  in  pretty  good  physical  form  to  do  this. 

Vohs:  Yes. 

Chall:  It  probably  kept  you  in  good  physical  form  over  the  summer. 

Vohs:  Yes. 

Chall:  And  then  when  you  said  you  worked  in  steel  mills,  where  were  they? 

Vohs:    Pittsburg,  California.   Out  at  U.S.  Steel,  at  their  Columbia  Steel 
plant.   There  I  worked  in  the  open  hearth.   Very  dangerous  work. 
Extraordinarily  dangerous.   I  was  lucky  I  survived  it.   Very  hot. 
We  worked  in  the  open  hearth—that '  s  where  they  pour  the  steel. 
It  would  take  me  too  long  to  tell  you  what  I  did. 

Chall:   It's  not  only  dangerous  but  it's  terribly  difficult  work. 

Vohs:    The  first  day  my  friend  and  I--he  had  another  friend  who  was  in 
the  personnel  department  who  got  us  both  jobs.   The  first  day  we 
went  to  work  we  saw  these  men  carrying  these  great  big  bottles, 
one  under  each  arm,  full  of  Kool-Aid.   We  thought,  I  wonder  why 
they  do  that?  Two  days  later  [chuckle]  we  were  carrying  our  two 
big  bottles  of  Kool-Aid  because  when  you  work  where  they  pour  the 
steel,  you  have  to  go  in  right  next  to  the  molten  steel,  and 
attach  cables  to  the  ingots,  then  you  run  out.   Well,  in  Pittsburg 
during  the  summer  it's  about  100  or  105  degrees  when  you  run  out. 
It  was  hot,  and  you  lost  a  lot  of  fluid. 
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Chall:  This  is  the  place  where  they  put  young  men? 

Vohs :  Yes.   It  really  was  tough  work. 

Chall:  You  knew  you  didn't  want  to  do  that  for  the  rest  of  your  life  too. 

Vohs:  That's  right. 

Chall:  Those  are  good  experiences,  aren't  they?   At  that  time  of  life. 

Vohs:    They  sure  were,  you  bet.   I  enjoyed  the  hard  work;  it  didn't 

bother  me.   It  was  just  clear  that  you  don't  go  anyplace.   The  men 
we  were  working  with,  they  were  wonderful  to  us,  they  were  union 
people,  they  taught  us  how  to  do  the  work,  they  made  sure  we  were 
safe,  but  they  had  been  doing  it  for  years  and  years,  and  that's 
what  they  were  going  to  be  doing  for  years  and  years. 

Chall:   Did  they  look  down  in  any  way  on  those  of  you  who  were  going  on  to 
college?   They  didn't  treat  you  differently? 

Vohs:    No.   They  were  just  fine.   My  job  was  to  go  out  and  cap  the  heat, 
which  is  taking  and  putting  a  cap  right  on  top  of  the  red-hot 
ingot.   It's  sitting  in  a  round  mold,  down  about  three  inches, 
it's  about  a  foot  across,  and  the  mold  is  about  three  inches 
thick.   You  stand  on  that  mold,  and  your  foot  is  inches  away  from 
the  molten  steel  that  has  just  been  poured,  and  it's  still  red- 
hot.   You  have  a  hook,  and  you  put  it  in  on  top  of  the  cap,  and 
you  place  it  on  top  of  the  ingot.   You're  standing  out  there  by 
yourself.   One  of  the  African-American  workers  wouldn't  let  me  do 
it  at  first.   He  wouldn't  let  me  do  it  until  he  was  sure  I  was 
going  to  be  okay.   To  me  he's  always  represented  the  kind  of 
person  that--I  think  some  people  have  a  misunderstanding  about 
what  a  "blue-collar"  worker  is.   They  were  just  wonderful. 

Chall:   You  get  to  know  what  people  are  like  in  different  parts  of  their 
lives . 

Were  your  fraternity  brothers  at  Phi  Gamma  Delta  mostly 
football  players? 

Vohs:    Oh,  there  was  a  bunch  of  them.   We  probably  had  more  of  the  stars 
on  the  team  than  some  of  the  other  houses,  we  probably  had  seven 
or  eight  players.   And  some  basketball  players. 

Chall:   Apparently  you  were  always  interested  in  sports. 
Vohs:    Oh,  yes.   Even  though  I  wasn't-- 
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Chall:   You  didn't  participate? 

Vohs :    No.   My  brother  did.   While  I  was  working,  I  gave  him  some  money 
each  week  so  that  he  could  go  out  for  football,  so  that  he  didn't 
have  to  work. 

Chall:   How  nice  of  you.   And  did  he?   Was  he  on  the  team? 

Vohs:    He  was  like  on  the  third  string.   He  was  small.   He  was  a  terrific 
football  player,  a  really  good  athlete.   But  he  just  didn't  have 
the  size,  and  he  didn't  get  noticed. 

Chall:   What  has  he  done  with  his  life? 

Vohs:    He's  been  mostly  in  sales--in  fact,  always  in  sales  after  he  got 
out  of  the  service.   He  was  in  the  Korean  War,  he  won  the  Silver 
Star,  he  was  a  true  hero.   He  went  into  sales  and  he  stayed  in 
sales.   I  think  he  had  a  lot  of  opportunities  to  move  up  into 
sales  management,  but  it  always  meant  a  move  out  of  the  Bay  Area. 
He  didn't  want  to  move  his  family.   So  he  turned  them  down,  and 
he's  been  a  salesman  all  his  life. 

Chall:   I  noticed  that  in  1952--I  would  assume  before  you  had  graduated-- 
you  started  to  work  as  a  college  trainee  with  Kaiser  Services. 

Vohs:    No,  that  was  immediately  after  I  graduated. 

Chall:   You  left  the  university  mid-year? 

Vohs:    Yes.   I  finished  up  in  January  and  went  to  work  February  15. 

Chall:   Are  we  ready  to  talk  about  the  beginning  of  your  career?   Perhaps 
we  haven't  finished  with  college  yet. 

Vohs:    1  was  in  business  administration,  and  then  I  decided  that  it 

wasn't  what  I  wanted  to  do.   I  mean,  I  didn't  want  to  stay  in  it. 
I  had  taken  marketing,  accounting,  et  cetera.   I  just  decided  that 
I  was  going  to  take  the  courses  that  I  thought  I  had  a  greater 
interest  in.   So  I  switched  to  general  curriculum  as  a  major.   In 
general  curriculum  you  have  to  have  three  subject  areas  that  you 
focus  in.   I  focused  in  economics,  political  science,  and  history. 

Chall:   That  would  have  been  in  your  junior  year? 

Vohs:    Junior  year,  yes.   So  that's  what  I  finished  up  in. 

Chall:   Did  you  have  on  campus  in  those  days  some  of  the  people  that  you 
considered  great  teachers? 
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Vohs :    Yes.   Are  you  familiar  with  any  of  the  professors  out  there? 
Chall:   I'm  familiar  with  some  of  the  names. 

Vohs:    I've  seen  one  several  times,  he's  a  member  of  Kaiser--!  ran  into 
him  in  one  of  our  hospitals  one  time.   I'm  blanking  on  his  name 
now.   He  taught  political  science,  mostly  in  Asia. 

Chall:   You'll  think  of  it  when  you  go  back.   What  about  Professor  Cross? 
Was  he  in  economics?  Was  he  one  of  your  professors? 

Vohs:    Yes. 

Chall:   I  guess  he's  somebody  most  people  do  remember. 

Vohs:    Now  this  is  something  I  really  hadn't  thought  of  for  a  long  time. 
I  could  probably  come  up  with  some  others. 

Chall:   In  terms  of  how  one  deals  with  reading  and  understanding  what's 
going  on  around  you,  these  three  areas  are  very  important.   They 
certainly  broaden  the  mind. 

Vohs:    Broader  than  business  administration.   It  was  just  going  to  be  so 
specific  in  each  course  in  that  field.   That's  really  why  I 
changed.   I  still  was  thinking  I  might  go  into  law,  but  by  the 
time  I  graduated  I  was  so  tired  of  being  poor.   I  just  couldn't 
face  another  three  years  of  being  poor.   You  start  looking  for  a 
job  before  you  graduate,  and  I  went  out  on  a  lot  of  interviews.   I 
was  interviewed  by  Kaiser  Steel  and  not  selected.   One  of  my 
favorite  stories  is  to  tell  about  one  of  my  friends  who  was  a 
football  player  and  a  very  good  one.   He  and  I  both  went  to  the  3M 
company  interviewer,  and  we  were  interviewed  by  him.   My  friend--! 
had  known  him  all  the  way  through  school  from  junior  high  school; 
we  were  in  the  same  fraternity  in  junior  high  school  and  high 
school  and  college.   He  would  buy  a  car  and  sell  it  for  more  than 
he  ever  paid  for  it.   When  he  was  in  college  he  started  up  a 
Christmas  tree  lot  at  Christmastime.   He  made  a  fortune. 

Chall:   Very  enterprising. 

Vohs:    Oh,  he  was.   Well,  when  we  got  through  the  interviews,  he  was 
offered  a  job  in  a  brand-new  division  of  3M,  which  was  selling 
copy  machines.   We  were  still  using  ditto  paper,  and  here  was  this 
brand-new  product,  and  they  were  offering  him  a  job  with  that. 
That  was  a  real  plum.   They  offered  me  a  job  selling  scotch  tape 
[laughter].   I  was  interviewing  for  sales  jobs  because  I  didn't 
know  what  else  I  could  do.   That's  why  I  didn't  get  the  sales  job 
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with  Kaiser  Steel,  because  my  heart  wasn't  in  it,  and  they  read 
that. 
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II   BEGINNING  EMPLOYMENT  WITH  KAISER,  1952-1957 


Kaiser  Services:  Industrial  Relations.  1952-1954 


Vohs:    My  mother  was  still  working  for  Kaiser  Permanente,  and  she 

convinced  me  to  be  interviewed  by  Kaiser.   I  was  interviewed  by 
the  person  who  interviews  everybody  off  the  street.   Because  it 
was  my  mom,  and,  even  though  she  was  only  a  bookkeeper,  people 
knew  her  and  liked  her.   He  agreed  to  see  me.   His  name  was  Frank 
Wickhorst,  a  former  football  coach  at  the  University  of 
California.   He  later  played  a  very  important  role  in  my  life. 

Frank  was  a  football  coach,  he  was  a  great  football  player, 
and  is  in  the  Football  Hall  of  Fame,  but  he  was  kind  of  a  big, 
lumbering,  slow  guy,  and  if  you  didn't  know  better  you'd  think  he 
was  kind  of  a  big,  dumb  football  player,  but  he  wasn't.   Anyway, 
he  said  to  me,  "Jim,  how  would  you  like  to  work  in  industrial 
relations?"  And  I  said,  "Mr.  Wickhorst,  I'd  like  to  do  that  very 
much."   He  said,  "Do  you  know  what  industrial  relations  is?"   And 
I  said,  "No."   [laughter]   But  it  sounded  a  lot  better  than  sales, 
He  hired  me  into  a  trainee's  job  without  getting  the  approval  of 
the  fellow  that  I  was  going  to  be  assigned  to,  because  he  was 
away.   Now  that  was  a  gutsy  thing  for  him  to  do.   I  went  to  work 
then  as  a  trainee. 

Chall:   When  you  say  Kaiser,  was  this  known  as  Kaiser  Industries  at  that 
time? 


Vohs:    Kaiser  Services  was  an  organization  that  performed  a  lot  of 

services  for  all  of  the  other  Kaiser  companies.   Instead  of  having 
a  payroll  department  for  each  of  the  companies,  they  had  one  in 
Kaiser  Services.   Kaiser  Services  ran  the  payroll  for  Kaiser 
Engineers,  Kaiser  Steel,  Kaiser  Aluminum,  et  cetera.   They  did 
industrial  relations  work  for  all  of  those  companies.   There  were 
a  few  kinds  of  functions  like  that  that  were  housed  in  the  company 
known  as  Kaiser  Services,  which  was  owned  by  all  the  other  Kaiser 
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companies.   That  was  Kaiser  Services  and  that's  where  I  started  as 
a  trainee. 

Chall:   Did  you  get  a  decent  little  salary? 

Vohs:    I  got  $275  a  month. 

Chall:   Which  seemed  like  a  lot  of  money  to  you. 

Vohs:    It  seemed  like  a  lot  of  money  to  me.   When  the  fellow  who  was 

doing  my  orientation  was  telling  me  what  my  benefits  would  be,  he 
said,  "With  life  insurance,  for  instance,  you  get  this  amount  of 
life  insurance  when  you  make  between  $250  and  $375."   Then  he 
said,  "When  you  make  over  $750  a  month,  you  get  this  amount." 

I  said  to  myself,  "I  will  never,  ever,  in  my  life  make  $750  a 
month."   I  thought,  "Isn't  that  nice  that  he  thinks  that  of  me? 
But  I  will  never  make  that  much  money."   I  didn't  have  any  real 
idea  of  what  I  would  do;  I  just  wanted  a  job,  and  that  kind  of  job 
was  what  appealed  to  me .   I  thought  that's  probably  what  I  would 
do  forever—something  in  industrial  relations. 

Chall:   Which  in  some  ways  it  has  been. 
Then  you  started  to  work. 

Vohs:    I  started  to  work,  and  most  of  the  work  that  I  did  was  in  wage  and 
salary  administration,  because  that  was  the  responsibility  of  the 
person  I  was  assigned  to.   We  did  a  lot  of  gathering  data  for 
union  negotiations  and  things  of  that  sort.   We  compared  salaries, 
we  did  salary  surveys,  and  what  we  were  paying,  to  prepare  the 
union  negotiators. 

Chall:   So  you  were  at  a  desk. 
Vohs:    Oh,  yes,  I  was  at  a  desk. 
Chall:   Was  it  interesting  work? 

Vohs:    Well,  that  part  wasn't,  but  I  had  hoped  to  get  into  something- 
labor  relations  was  really  what  I  was  hoping  to  get  into,  and  that 
really  did  appeal  to  me.   This  was  a  start,  and  I  was  a  trainee. 
I  knew  I'd  be  a  trainee  probably  for  a  year  or  two  years,  and  then 
I'd  be  given  an  assignment  someplace  with  one  of  the  Kaiser 
companies . 

Chall:   And  you  actually  were  a  trainee  for  only  about  six  months? 
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Vohs:    Yes,  that's  right.   Then  I  was  transferred  to  Kaiser  Engineers  to 
be  an  employment  representative.   I  did  interviewing.   Kaiser 
Engineers  was  doing  a  lot  of  hiring—it  was  really  a  busy 
organization.   They  were  building  things  all  over  the  world.   It 
was  a  big  construction  and  engineering  company.   I  did  a  lot  of 
interviewing  for  engineers'  jobs  and  for  other  kinds  of 
construction  jobs. 

Chall:   You  then  have  to  know  something  about  the  jobs  you  were 
interviewing  about? 

Vohs:    Well,  to  some  degree.   The  criteria  was  set  out  for  the  kind  of 

backgrounds  and  experiences  that  the  people  were  looking  for,  and 
so  you  were  just  trying  to  match  that  up.   You  were  trying  to  make 
judgments  about  people  and  their  stability  and  what  they  would 
bring  to  the  job.   I  enjoyed  that. 

Chall:   It  was  the  first  screening? 

Vohs:    Yes.   I  wasn't  making  any  decisions  on  who  was  being  hired,  I  just 
was  the  first  screen.   And  that's  where  I  met  my  wife  [Janice 
Hughes];  she  was  the  secretary  in  that  department. 

Chall:   You  were  married  then  sometime  during  what-- '52  or  '53? 

Vohs:    Well,  what  happened  was  that  I  was  only  there  then  a  few  months-- 

Chall:   It  looks  like  about  four,  actually. 

Vohs:    Then  I  was  transferred  to  Richland,  Washington.   I  have  a  more 
detailed  resume  that  shows  some  of  this.1   In  December  I  was 
notified  that  I  was  being  transferred  to  Richland,  Washington. 
Kaiser  Engineers  was  building  two  reactors  at  the  Hanford  Works 
for  the  Atomic  Energy  Commission.   They  had  a  huge  contract  to 
build  reactors  to  produce  plutonium  for  the  atomic  bomb.   I  would 
not  date  my  wife  while  I  was  working  in  the  same  department;  I 
just  didn't  think  that  was  right,  although  I  was  certainly 
attracted  to  her,  but  that  wasn't  what  you  did.   But  as  soon  as  I 
learned  that  I  was  being  transferred,  about  the  middle  of 
December,  we  started  dating.   And  then  I  moved  to  Richland  in 
January.   I  would  drive  home  from  Richland  on  the  weekends  to  see 
her. 

Chall:   That  is  a  Ion;;  drive! 


'See  appendix. 


20 

Vohs :    Yes,  it  was  a  very  long  drive  [chuckle).   In  June  we  announced  our 
engagement,  and  we  were  married  in  September  of  '53. 

Chall:  That's  been  a  nice  long  marriage,  hasn't  it? 

Vohs:  Yes,  it  has.   A  wonderful  marriage! 

Chall:  So  then  you  both  moved  up  to  Richland? 

Vohs:  Then  she  moved  to  Richland- - 

Chall:  What  were  you  doing  there? 

Vohs:    This  has  to  do  with  Frank  Wickhorst.   I  was  offered  two  jobs 

before  I  made  the  decision  to  go  to  Richland.   One  was  to  go  to 
Richland  and  to  be  in  wage  and  salary  administration,  which  was 
not  what  I  really  wanted  to  do.   The  other  one  was  to  go  to 
Chicago  as  the  assistant  personnel  manager  for  Kaiser  Aluminum 
Sales  Company.   For  that  I  would  get  an  increase  in  pay.   If  I 
went  to  Richland  I  would  have  to  take  a  cut  in  pay. 

So  I  went  to  Frank  Wickhorst  and  said,  "Frank,  I've  got  these 
two  offers.   I  go  to  Chicago,  right?"  He  said,  "No,  you  go  to 
Richland.   That's  a  better  experience  for  you."   And  I  said,  "I'm 
still  a  bachelor.   I  could  live  near  the  lake,  and  it's  a  better 
title  and  more  money.   If  I  go  to  Richland  I've  got  to  take  a  cut 
in  pay  and  it's  wage  and  salary  administration."   He  said,  "It 
doesn't  matter.   You  go  to  Richland."   I  said,  "I've  got  to  live 
in  a  barracks  if  I  go  there."   He  said,  "It  doesn't  matter.   Go  to 
Richland."   So  I  said,  "Okay,"  and  I  did. 

Chall:   He  knew  the  industry. 

Vohs:    He  knew  what  kind  of  experiences  I  really  needed.   He  felt- 
probably  because  I  had  some  rough  edges,  that  maybe  I  needed  to  be 
on  a  construction  project  rather  than  in  an  office  in  a  sales  kind 
of  atmosphere.   One  of  the  fellows  that  I  had  worked  for  when  I 
was  a  trainee--his  evaluation  of  me  was  that  I  should  work  in  a 
plant.   Maybe  they  both  saw  the  same  kind  of  thing  in  me.   Frank 
knew  that  Richland  would  be  a  better  experience  for  me,  and  it 
really  was.   No  question  about  it. 

Even  though  I  did  wage  and  salary  administration  for  a  while, 
I  also  got  into  the  employment  side,  and  we  were  hiring  hundreds 
of  people  and  we  had  a  lot  of  labor  problems  on  the  job.   We  had 
work  stoppages  all  the  time,  and  so  I  was  right  in  the  middle. 
Even  though  I  didn't  have  responsibility  for  it,  I  was  right  in 
the  middle  of  those  kind  of  problems  and  learned  to  understand 
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them.   There  were  a  lot  of  things  in  the  construction  industry 
regarding  the  jurisdiction  of  certain  crafts--what  pipefitters 
could  do  and  what  electricians  do.   We  had  disputes  going  all  the 
time.   It  really  was  very  helpful  to  me. 

Chall:   Did  you  get  involved  with  the  anti-nuclear  people?   Was  there  any 
of  that  going  on? 

Vohs:    No,  nothing  like  that  at  that  time. 

Chall:   What  about  the  consideration  of  health  risks?   Or  did  that  come 
later  too? 

Vohs:    Yes.   We  never  even  thought  about  it.   There  was  obviously 
radiation,  but  we  never  even  thought  about  it. 

Chall:   So  you  had  people  who  were  carpenters,  pipefitters,  et  cetera,  but 
you  also  had  people  who  were  handling  nuclear  materials. 

Vohs:    We  weren't  operating  any  of  the  operating  plants;  we  were  building 
them.   So  we  didn't  have  people  operating  them.   But  we  had 
accountants  and  payroll  people  do  the  normal  kind  of 
administrative  jobs  too.   I  ended  up  being  there  just  eighteen 
months  total.   After  we  were  married  we  were  there  only  nine 
months . 


Permanente  Services:  Employee  Relations,  1954-1956 


Vohs:    Then  I  was  offered  a  job  to  come  back  to  Oakland  to  work  for 

Permanente  Services.   Permanente  Services  was  similar  to  Kaiser 
Services.   It  was  performing  a  variety  of  administrative  tasks  for 
Kaiser  Foundation  Health  Plan,  Kaiser  Foundation  Hospitals,  and 
for  the  Permanente  Medical  Groups.   I  was  offered  a  job  in 
employee  relations.   In  the  medical  community  they  called  it 
employee  relations  instead  of  industrial  relations.   I  was  to  take 
a  cut  in  pay  to  come  back  down  to  Oakland  for  that  job. 

Chall:   Once  again. 

Vohs:    Once  again,  I  called  Frank  and  said,  "Frank,  I  took  a  cut  in  pay 
coming  up--"  Now  I  received  a  couple  of  small  increases  while  in 
Richland  because  I  was  promoted  once.   Plus,  at  that  time,  the 
medical  care  program  was  really  looked  on  strangely  by  the  public 
and  by  the  status  quo  of  medicine,  et  cetera.   So  I  said,  "Frank, 
I  turn  this  down,  right?"   And  he  said,  "No,  you  come  down."   I 
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said,  "But  Frank,  it's  another  cut  in  pay  and  all  this,"  and  he 
said,  "No,  it's  the  right  thing  to  do."   So  I  did. 

Chall:   That  was  in  June  of  '54  according  to  this  resume. 
Vohs:    That's  correct. 

Chall:   So  now  you're  in  a  completely  different  kind  of  atmosphere,  but 
doing  somewhat  the  same  things. 

Vohs:    But  mostly  a  lot  of  labor  relations,  because  all  of  our  employees 
--under  the  level  of  nursing--were  represented  by  unions. 

Chall:   Different  unions? 

Vohs:    Yes.   The  Oakland  Medical  Center  had  six  different  unions.   We  had 
a  variety  of  unions  throughout  the  system.   At  that  time  we  had 
seven  or  eight  hospitals  in  northern  California.   We  had  a  variety 
of  unions,  and  there  were  negotiations  going  on  all  the  time. 
There  were  just  two  of  us  doing  all  of  the  personnel  functions. 
One  fellow  and  myself.   We  had  some  people  out  in  the  different 
medical  centers  that  did  some  of  the  employment,  but  we  handled 
the  wage  and  salary  administration,  labor  relations,  personnel  and 
policy  matters,  everything. 

Chall:   You  were  doing  some  of  the  research  to  find  out  what  was  going  on 
around  the  community  to  determine  what  the  average  wages  were? 

Vohs:    We  could  go  to  Kaiser  Services  and  get  some  of  that  data.   We 
could  go  to  some  of  the  other  companies  to  get  some  training 
people  to  come  in.   We  could  make  some  use  of  that.   My  first 
office  was  half  this  size  —  one  desk  which  I  shared  with  my  boss. 
I  had  the  corner  of  the  desk.   I  even  had  a  telephone  installed 
there.   It  wasn't  like  this  was  just  for  a  couple  of  days;  that 
was  for  quite  a  while.   This  was  1954. 

Chall:   That's  because  at  that  time  Kaiser  Health  Plan  was-- 

Vohs :    We  were  growing.   The  office  was  at  a  warehouse  in  Emeryville. 
There  were  a  group  of  offices  surrounding  the  warehouse  part  of 
the  building.   It  was  the  one  major  warehouse  that  we  had  for  the 
Northern  California  Region.   My  next  office  was  in  a  building 
behind  Oakland  Technical  High  School.   The  company  bought  a  home 
for  unwed  mothers,  and  we  moved  there.   These  were  tough  days. 
Dr.  [Sidney]  Garfield,  who  was  one  of  the  co-founders  of  Kaiser 
Permanente,  had  some  tight  rules.   In  order  to  get  a  pencil,  you 
had  to  turn  in  your  old  pencil  stub.   In  order  to  get  new  carbon 
paper,  you  had  to  turn  in  your  old  sheets  of  carbon  paper  that 
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were  by  this  time  shredded  into  ribbons.   Those  were  tough  days; 
the  program  was  short  of  capital.   We  were  growing,  and  we  needed 
all  the  capital  we  could  get. 

Chall:  Did  you  even  have  an  old-fashioned  kind  of  computer  or  calculator? 

Vohs:  Oh,  we  didn't  have  computers,  just  calculators. 

Chall:  Didn't  have  an  adding  machine? 

Vohs:  No. 

Chall:  You  worked  a  slide  rule? 

Vohs:    Oh--the  accounting  people  had  calculators.   Those  old  Friden 
calculators—have  you  ever  seen  one? 

Chall:   My  husband  worked  for  Friden. 

Vohs:    Is  that  right?   Well,  you've  seen  them.   They  had  those  old  Friden 
calculators . 

Chall:   They  did  work. 

Vohs:    With  all  the  rows  of  buttons  [laughter]. 

So  I  worked  there,  and  one  of  my  first  negotiations  was  with 
the—Again,  do  you  want  to  hear  some  of  these  anecdotes  or  am  I 
taking  too  much  time? 

Chall:   No. 

Vohs:    Are  you  sure? 

Chall:   We  need  them  [laughs].   I  think  they're  fun,  and  important  for  the 
whole  story. 

Vohs:    All  right.   Well,  one  of  the  first  negotiations  1  ever  did  was 
with  the  Cooks  Union--!  can't  think  of  the  whole  name-- 

** 

Vohs:    The  Cooks  and  Culinary  Workers'  Union.   A  fellow  by  the  name  of 
Jack  Faber  represented  the  union.   We  sat  down  to  negotiate.   He 
was  a  seasoned  union  negotiator  and  a  very  outgoing  kind  of  guy. 
We  sat  and  we  argued  and  argued  and  negotiated  and  negotiated,  and 
then  he  finally  said  to  me,  "Look,  Vohs,  do  you  trust  me?"   And  1 
thought,  Oh,  gosh,  but  I  said,  "Yes,  I  trust  you."   He  got  out  a 
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blank  piece  of  paper  and  he  said,  "Sign  your  name  there,  then." 
So  I  said,  "Okay,  I'm  trusting  you,  Jack."   He  took  it  and  gave  it 
to  the  secretary  to  type,  and  he  came  back  and  handed  me  the  sheet 
of  paper.   I  still  have  the  sheet  of  paper  that  he  handed  me. 
What  he  had  done  was  have  the  secretary  type  across  the  top  of  it 
"Dr.  Sidney  R.  Garfield  is  a  cheap  bastard,  signed  James  A.  Vohs . " 
[laughter]   Anyway,  that  was  my  first  negotiation. 


We  came  out  with  a  good 


Chall:   What  did  you  learn  from  that? 

Vohs:    I  was  lucky  he  was  the  guy  he  was. 
contract.   He  was  just  a  fine  man. 

Chall:   Do  you  enjoy  this? 

Vohs:    I  loved  it.   I  loved  the  negotiations,  I  loved  dealing  with  the 
labor  problems,  and  we  had  lots  of  them.   We  got  grievances  and 
negotiations,  plus  we  had  everything-- just  two  of  us  did 
everything.   I  really  enjoyed  it,  and  I  really  felt  I  had  a  knack 
for  labor  relations  and  for  dealing  with  union  people.   I  enjoyed 
it  very  much. 

Chall:   Those  two  experiences  —  the  one  in  Richland  and  the  one  here  where 
you  were  working  in  labor  relations  —  gave  you  a  feeling  for  your 
career  in  a  way. 


Dealing  with  the  Tensions  Between  Henry  Kaiser  and  the  Doctors 


Vohs:    That's  right,  and  ultimately  led  to  some  of  my  other  positions.   I 
did  this  for  a  while.   This  was  also  the  time  of  the  Tahoe 
Conference,  when  I  was  there.   All  of  that  was  going  on  in  terms 
of  how  Kaiser  Permanente  was  really  going  to  operate  and  function, 
and  what  the  relationships  were  going  to  be  between  the  doctors 
and  Henry  Kaiser.   There  were  lots  of  tensions  and  confrontations. 
When  I  came  to  Oakland  after  I  was  hired  to  go  to  work  for 
Permanente  Services,  the  fellow  who  hired  me,  Jim  Lucas,  was 
taking  me  around  introducing  me  to  people.   We  ran  into  Dr.  Morrie 
Collen.1   Have  you  heard  that  name? 


'See  Morris  Collen,  M.D.,  The  History  of  the  Kaiser  Permanente  Medical 
Care  Program.  Regional  Oral  History  Office,  The  Bancroft  Library, 
University  of  California,  Berkeley,  1988.   Hereafter,  all  interviews  in  the 
Kaiser  Permanente  Oral  History  series  will  be  referred  to  as  the  Kaiser 
series . 
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Chall:   Yes. 

Vohs:    Dr.  Collen  was  one  of  the  original  physicians  to  form  the 
Permanente  Medical  Group.   He  was  at  Grand  Coulee.   1  was 
introduced  to  him,  and  Jim  Lucas  said,  "Jim's  going  to  work  in  the 
employee  relations  department."   And  Dr.  Collen  said,  "We're  not 
paying  for  him.   We  didn't  agree  to  hire  him.".  I  was  naive  and 
young  and  dismayed.   There  were  strong  feelings  between  Kaiser 
employees  and  the  Permanente  physicians.   It  was  a  wonderful  time 
for  me  to  have  been  there  —  although  I  was  way  down  in  the 
hierarchy  —  at  the  time  this  conflict  was  going  on. 

Chall:   Besides  meeting  Morrie  Collen  in  this  way,  did  you  also  come 

across  Dr.  Garfield?   He  was  checking  on  the  size  of  your  pencil 
stubs . 

Vohs:    Oh,  yes.   Dr.  Garfield  and  Dr.  Cutting.   When  we  settled  some  of 
these  contracts,  I  had  to  meet  with  them  and  present  our 
recommendation  to  settle  the  contract,  and  undergo  a  lot  of 
questioning  and  scrutiny  about  it  because  they  were  hard-nosed  as 
could  be  about  doing  anything.   We  had  our  first  strike  when  I  was 
there,  the  first  strike  that  the  medical  care  program  ever  had. 
Dr.  Garfield 's  philosophy  was  that  we  could  save  money  while 
everybody  was  out  on  strike. 

So  yes,  I  had  a  lot  of  dealings  with  some  of  the  founding 
physicians.  As  I  say,  we  had  the  first  strike,  and  the  unions 
struck  the  whole  Oakland  Medical  Center. 

Chall:   Who  was  striking? 

Vohs:    It  was  the  Office  Employees'  International  Union. 

Chall:  Well,  you  weren't  part  of  Kaiser  Permanente;  in  a  sense  you  were, 
but  the  doctors  didn't  recognize  you.  Did  they  think  you  were  in 
a  sense  coming  from  Kaiser  industry? 

Vohs:    Yes.   I  came  from  Kaiser  and  I  had  the  Kaiser  attachment.   That's 
exactly  right.   The  doctors  wanted  to  run  things.   They  didn't 
want  the  Kaiser  side  to  run  things.   It  was  at  that  same  time  that 
Henry  Kaiser  brought  Dr.  Clifford  Keene  to  Oakland  from  Willow 
Run.   He  had  arrived  just  before  I  got  there.   The  physician 
leaders  resented  his  coming  in.1  Before  Dr.  Keene' s  arrival,  Dr. 
Garfield  had  been  the  operating  head  of  both  the  Health  Plan  and 
Hospital  organizations  and  the  Permanente  Medical  Groups.   He  came 


'See  the  interview  with  Clifford  Keene  in  the  Kaiser  series. 
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in  essentially  taking  over  Dr.  Garfield's  responsibilities  on  the 
Health  Plan,  Hospital  side  of  the  partnership.   Because  Dr.  Keene 
was  a  physician,  that  made  matters  even  worse  as  far  as  the 
Permanente  Medical  Groups  were  concerned.   He  came  from  the 
Kaiser-Willys  plant  at  Willow  Run,  where  he  had  been  the  medical 
director.   Dr.  Keene 's  arrival  added  to  the  hostile  environment 
that  existed. 

Chall:   And  all  you  were  able  to  do  in  your  little  corner  there  was  to 
sense  it  and-- 

Vohs :   And  try  to  deal  with  the  kind  of  situations  we  ended  up  facing. 
All  of  our  unions  represented  employees  of  the  medical  groups  as 
well  as  the  Health  Plan  and  Hospitals.   Any  agreement  had  to  be 
the  same  agreement;  you  couldn't  settle  just  for  the  Kaiser  side 
and  not  settle  for  the  medical  group  side.   And  in  personnel 
matters  and  personnel  policy  it  was  necessary  to  have  a  unified 
policy,  yet  it  was  often  difficult  to  get  agreement  —  there  was  so 
much  hostility  and  tension. 

Chall:   Did  you  come  across  Mr.  [Eugene]  Trefethen  at  that  time? 

Vohs:    Yes.   I  didn't  have  much  contact  with  him.   I  came  across  Mr. 
Kaiser  at  that  time  again,  but  I  didn't  have  much  contact. 

Chall:   How  did  you  think  about  Mr.  Kaiser  at  the  time? 

Vohs:    I  came  out  of  Kaiser  organizations,  so  I  was  predisposed  to  the 
importance  of  the  Kaiser  organization  having  a  major  role  in  the 
management  of  the  medical  care  program.   But  the  medical  groups 
were  saying  they  should  have  control  of  the  program.   Dr.  Cutting 
says  it  very  nicely,  that  there  was  a  lot  of  heat  generated. 
Scott  Fleming  says--I  guess  his  words  were,  "Mr.  Kaiser  was  saying 
to  the  doctors,  'Why  don't  you  just  go  out  and  be  doctors  and 
practice  medicine  and  let  us  run  the  business  because  we're 
business  people?'   And  the  doctors  were  saying  to  Mr.  Kaiser,  'Why 
don't  you  just  be  the  good  philanthropist  and  provide  the  capital 
and  stay  out  of  our  business?   It's  a  medical  care  program;  let 
the  doctors  run  it."1  That's  about  the  way  it  was. 

Chall:   And  you  were  sort  of  in  the  middle. 

Vohs:    In  many  situations  you  found  yourself  in  the  middle. 

Chall:   Were  you  ever  totally  countered?   I  mean,  if  you  came  through  with 
a  final  decision  on  a  labor  contract  were  you  rebuffed? 

Vohs:    No,  we  always  found  a  way  to  get  agreement. 
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Chall:   Dr.  [Raymond]  Kay--I  was  reading  his  oral  history  the  other  day. 
He  said,  in  effect,  "We  always  talked  our  way  through  it."   I'm 
sure  we'll  talk  about  how  you  and  he  got  along.1   He  said,  "We 
can't  just  let  it  go.   We  must  solve  it,  so  we'll  talk  it 
through. " 

Vohs :  In  the  symposium,  if  you  read  Dr.  Weiner's  comments,  he  expresses 
it  beautifully--! 've  quoted  him  for  years  on  that,  and  it's  along 
that  same  line,  that  we  must  find  a  way  to  work  together. 

It  was  an  important  period  in  our  history.   It  was  during  that 
period  that  the  Tahoe  Conference  took  place.   It  was  at  that  time 
that  agreement  was  reached  that  there  would  be  regional  autonomy, 
that  the  program  would  function  as  a  partnership,  and  that  there 
would  be  a  way  in  which  the  Health  Plan  and  Hospitals  would  share 
their  earnings  with  the  medical  groups.   Major  things  came  out  of 
that,  all  of  which  came  from  Mr.  Trefethen's  leadership.   Mr. 
Trefethen,  Mr.  Kaiser,  and  the  regional  leaders  of  the  Health  Plan 
and  the  medical  groups  were  all  involved  in  those  discussions. 
Scott  Fleming  also  sat  in  on  them—he  was  sort  of  the  secretary 
there.   But  it  was  Gene  Trefethen  who  came  up  with  the  idea  of 
working  together  as  a  partnership.2 

Chall:   Really  ingenious. 
Vohs:    Yes. 


Kaiser  Gypsum;  Kaiser  Firtex:  Industrial  and  Labor  Relations. 
1956-1957 


Chall:   We'll  probably  move  on  and  talk  about  that  again  in  more  detail. 
You  were  there  about  a  year  and  a  half,  and  then  you  moved  into 
the  industrial  relations  department  of  Kaiser  Gypsum  Company? 

Vohs:    Kaiser  Gypsum  Company  had  a  manufacturing  plant  in  Antioch  which 
had  burned  down,  so  they  had  to  build  a  new  one.   I  was  recruited 


'See  the  interview  with  Raymond  Kay  in  the  Kaiser  series. 

2See  the  interviews  with  Eugene  Trefethen,  Scott  Fleming,  and  Cecil 
Cutting  in  the  Kaiser  Series. 
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to  be  the  superintendent  of  industrial  relations,  which,  in  a 
small  plant  like  that,  you  did  everything:  you  did  labor 
relations,  wage  and  salary  administration,  personnel,  employment, 
you  did  everything.   There  was  just  one  person  and  a  secretary, 
essentially.   I  was  only  there  nine  months.   By  the  way,  that 
plant  made  gypsum  wallboard--that  was  their  product.   When  Kaiser 
Gypsum  bought  a  roofing  and  siding  plant  in  St.  Helens,  Oregon,  I 
was  transferred  to  that  plant. 

Chall:   In  St.  Helens,  Oregon? 

Vohs :    Yes.   It  was  called  the  Firtex  Plant.   They  made  sidewall  products 
and  roofing  products.   There  had  been  a  strike  there  for  almost 
two  years,  but  it  kept  operating  during  the  strike.   The  plant  was 
owned  by  a  company  called  Dant  and  Russell.   Dant  and  Russell  had 
finally  settled  all  the  issues  that  caused  the  strike,  but  because 
they  had  hired  strike-breakers—what  the  union  called  "scabs"--to 
operate  the  plant--it  took  them  a  long  time  to  settle  the 
negotiations.   Even  after  they  settled  the  issues,  Dant  and 
Russell  refused  to  fire  all  of  the  strike-breakers.   The  union 
insisted  on  that,  and  so  they  just  stayed  out. 

The  union  that  represented  these  employees  was  the  Lumber  and 
Sawmill  Workers  Union,  a  unit  of  the  Carpenters  Union.   As  long  as 
the  strike  was  going  on,  the  carpenters  refused  to  handle  the 
product  and  they  boycotted  it.   As  a  result,  Dant  and  Russell 
couldn't  sell  the  product,  they  couldn't  get  people  to  use  it. 
They  just  were  stuck.   They  finally  decided  the  only  way  out  was 
to  sell  the  plant.   Kaiser  Gypsum  bought  it,  and  I  was  transferred 
there  to  be  in  charge  of  labor  relations  and  personnel. 

Chall:   You  got  into  a  real  hot  issue. 

Vohs:    Right.   It  really  was  hot,  because  some  of  the  strike-breakers, 

some  of  the  "scabs,"  were  sons  of  the  strikers.   So  their  families 
were  torn  apart.   St.  Helens  was  torn  apart.   They'd  been  on 
strike  so  long  —  the  strikers  had  a  house  on  the  picket  line  with  a 
telephone  and  television  [laughs].   They  were  in  for  a  long  time. 
There  also  had  been  a  lot  of  violence:  cutting  tires,  breaking 
windshields,  things  like  that. 

St.  Helens  was  torn  apart,  and  that's  why  when  we  moved  to 
Oregon,  we  lived  in  Portland  and  I  commuted  to  St.  Helens.   It  was 
about  a  thirty-mile  commute  down  the  Columbia  River. 

Another  fellow  and  I  were  assigned  to  the  plant.   We  fired  all 
the  plant  workers,  and  then  we  interviewed  everybody  who  wanted  to 
work  in  the  plant  including  the  strikers  as  well  as  the  strike- 
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breakers,  and  we  hired  250--some  of  them  strikers,  some  of  them 
strike-breakers.   In  four  days,  we  did  all  the  interviews  and  made 
our  quick  judgments  about  who  we  hired.   Then  we  talked  to 
everybody  that  went  to  work  and  told  them,  "If  there's  any  trouble 
on  the  job,  if  two  people  get  in  a  fight  or  whatever,  both  people 
are  going  to  be  fired.   We  will  tolerate  no  conflict.   Nothing. 
So  just  be  warned.   We're  going  to  put  this  together;  you're  going 
to  work  together,  and  if  you  don't  think  that  you  can  do  that, 
leave  now."  We  did  put  it  together,  and  it  worked. 

Then  I  negotiated  the  contract  with  the  lumber  and  sawmill 
workers  in  just  two  days.   Actually,  we  had  worked  with  them  all 
during  the  period  we  were  doing  the  interviewing,  because  I  wanted 
them  to  be  with  us  when  we  put  this  together.   With  some  help  and 
support  from  us,  the  Lumber  and  Sawmill  Workers  Union  won  the 
election  to  represent  the  plant  workers.   They  had  to.   If  we  were 
going  to  be  successful,  it  had  to  be  that  union  so  that  the 
carpenters  would  end  their  boycott. 

My  wife  was  pregnant  when  we  moved  to  Portland.   Even  before 
she  had  delivered,  Kaiser  wanted  me  to  move  to  Los  Angeles.   I 
said  to  the  vice  president,  the  really  big  cheese  of  labor 
relations  for  all  the  Kaiser  companies,  when  he  came  and  talked  to 
me  and  said  he'd  like  me  to  go  to  Los  Angeles  to  work  for  the 
medical  care  program- -"Number  one,  I  really  like  Portland.   I 
really  like  living  in  a  small  town;  it's  just  terrific  up  here.   I 
like  my  job,  and  besides  that,  my  wife's  still  pregnant."   He 
said,  "Still  pregnant?"   I  said,  "Yes."   I  said,  "Well,  we  haven't 
been  here  that  long.   She  hasn't  had  time."   [laughter]   He 
finally  convinced  me,  but  I  said  I  wouldn't  move  until  after  the 
baby's  born.   I  commuted  then  to  Los  Angeles,  and  when  the  baby 
was  three  weeks  old  we  drove  to  Los  Angeles. 

Chall:   That  was  in  '57? 
Vohs :    That  was  in  July  '57. 

Chall:   They  really  moved  people  around  a  lot.   Were  you  unusual  in  this 
respect? 

Vohs:    Yes,  because  Kaiser  needed  to  have  a  consistent  labor  relations 

policy,  personnel  policy,  and  wage  and  salary  policy,  etc.,  among 
the  various  Kaiser  companies.   It  was  the  one  department  where  you 
could  transfer  from  one  Kaiser  company  to  another.   At  that  time, 
it  was  probably  one  of  the  few  areas  where  you  could  go  from 
company  to  company  like  that. 

Chall:   But  it  was  all  within  the  major  Kaiser  framework. 
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Vohs:    Yes. 

Chall:   That  gave  people  quite  a  bit  of  experience,  and  I  guess  it  also 

meant  it  was  a  common  thread  that  ran  through  industrial  relations 
and  employee  relations.   But  it  could  have  been  very  hard  on  the 
movers  [laughter]. 


Permanente  Services:  Employee  Relations  Advisor.  1957 


Vohs:    We  did  our  share  of  moving.   When  we  moved  to  Los  Angeles,  we  were 
right  in  the  middle  of  negotiations  immediately.   We  came  very, 
very  close  to  a  strike  when  I  negotiated  that  contract.   But  we 
came  out  of  it  with  a  good  contract.   I  had  to  appear  before  the 
Central  Labor  Council  in  Los  Angeles  because  they  were  considering 
boycotting  Kaiser.   They  were  going  to  pull  their  members  out  of 
the  plan,  but  we  really  fought  through  it,  and  we  settled  the 
negotiations . 

Chall:   What  exactly  was  your  assignment  with  the  medical  program? 

Vohs:    My  title  was  employee  relations  advisor,  which,  in  today's  terms 
we  would  call  human  resources  manager.   It  was  an  unusual  title. 
Originally,  in  most  of  the  Kaiser  companies  the  title  would  have 
been  industrial  relations  manager.   But  because  it  was  medical 
care,  "employee  relations"  sounded  better.   Because  of  the  tension 
between  the  medical  groups  and  the  Health  Plan,  the  physicians 
didn't  like  the  term  "manager";  they  wanted  "advisor."   So  you 
advised  them  about  employee  relations.   That  was  my  title.   I  went 
down  there,  and  immediately,  as  I  said,  I  was  involved  in  labor 
negotiations.   It  was  following  the  settlement  of  those  labor 
negotiations,  I  think,  that  Karl  Steil,  the  regional  manager, 
began  to  give  consideration  for  moving  me  out  of  employee 
relations  and  making  me  the  Health  Plan  manager. 

Chall:   With  whom  were  you  negotiating? 

Vohs:    We  were  negotiating  with  Building  Service  Employees  Union  who 

represented  all  of  our  clerical  and  administrative  employees  and 
all  of  our  hospital  personnel  except  nurses. 
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Decision  to  Become  Health  Plan  Manager.  Southern  California 
Region.  1957 


Vohs :    I  arrived  in  Los  Angeles  in  July,  and  in  December  Karl  Steil,  the 
regional  manager  for  the  Southern  California  Region,  fired  the 
Health  Plan  manager  and  asked  me  to  become  the  Health  Plan 
manager.   I  knew  absolutely  nothing  about  the  Health  Plan.   While 
I  had  observed  the  operations,  I  didn't  know  very  much  about  it. 

Chall:   And  it  was  within  about-- 

Vohs :    Six  months. 

Chall:   At  least  you  didn't  have  to  move. 

Vohs:    No,  I  didn't.   But  at  that  time,  Sonny  Farrell,  who  was  in  charge 
of  industrial  relations  for  all  the  Kaiser  companies,  tried  to 
talk  me  out  of  taking  that  job. 

Chall:   Which  job? 

Vohs:    The  Health  Plan  manager's  job.   He  wanted  me  to  stay  in  labor 

relations.   He  said,  "I've  got  a  job  for  you  in  one  of  the  other 
companies."   I  also  received  calls  from  some  of  my  colleagues  in 
Kaiser  Aluminum  and  Kaiser  Steel  saying,  "Don't  do  it.   Don't  take 
that  job.   Stay  in  labor  relations."   Sonny  wanted  me  to  move  to 
Bristol,  Pennsylvania;  there  was  a  job  there  with  Kaiser  Metal 
Products.   Of  course  this  was  really  a  key  decision  for  me  and  my 
family. 

First  of  all,  one  of  the  things  that  Sonny  said  to  me  at  that 
time  was,  "Jim,  I  think  you  may  be  the  one  individual  that  could 
take  my  place  someday.   So  I  would  like  you  to  stay  in  labor 
relations."   And  of  course  that  really  sounded  terrific  to  me. 
That  was  a  big  job,  and  I  was  still  young;  I  had  only  been  working 
six  or  seven  years. 

Other  Kaiser  colleagues  called  me  because  they  looked  down  on 
the  medical  care  program  so  much.   The  medical  care  program  was  an 
embarrassment  to  the  other  Kaiser  companies.   A  real 
embarrassment . 

Chall:   Isn't  that  interesting?   When  it  was  such  a  major  part  of  Henry 
Kaiser's  concerns.   Or  so  it  seemed. 

Vohs:    It  was.   It  was  in  a  way.   He  spoke  a  lot  about  it,  but  he  didn't 
give  it  much  attention.   Most  of  those  executives  had  physicians 
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Challi 
Vohs: 


Chall: 


Vohs: 


Chall: 
Vohs: 


in  fee-for-service  practice  who  were  friends  and  maybe  country 
club  members  together.   As  I  described  it  at  that  time,  the  Health 
Plan  was  considered  socialistic  at  best,  communistic  at  worst. 
There  was  a  lot  of  antagonism  toward  us;  we  were  really  going 
against  the  way  of  organized  medicine  and  the  status  quo  of 
medicine. 

At  that  time  if  I  went  to  a  cocktail  party  and  there  were 
doctors  there,  I  wouldn't  tell  them  who  I  worked  for.   It  wasn't 
because  I  was  embarrassed;  I  just  didn't  want  to  go  through  the 
antagonistic  reaction  I  would  get  from  them.   They'd  say  to  me, 
"Where  do  you  work?"  and  I'd  say,  "Kaiser."   They'd  say,  "Oh, 
Kaiser  Steel?"  and  I'd  say,  "No."   But  I  wouldn't  volunteer 
anything,  and  they'd  say,  "Aluminum?"   "No."   "Engineers?"   "No." 
But  I  wouldn't  volunteer  that  I  worked  for  the  Health  Plan.   I  was 
insulted  just  in  friendly  cocktail  parties.   There  was  a  much 
different  view  of  Kaiser  Permanente  at  that  time  compared  to 
today.   Now,  Malca,  I  wonder  how  I  made  the  decision  to  take  the 
Health  Plan  manager's  job. 

How  did  you?   I  mean,  how  do  you  think  you  did? 

I  think  a  lot  of  it  was  I  didn't  want  to  move  my  family  again,  and 
I  didn't  necessarily  want  to  go  to  Bristol,  Pennsylvania,  although 
that  was  just  one  of  the  places  I  might  go.   I  think  also  I  wanted 
to  get  into  line  management,  and  I  believed  in  what  the  medical 
care  program  was  doing.   There  was  a  feeling  for  those  of  us 
inside  that  may  be  like  —  this  is  a  way-out  analogy—like  they  felt 
at  Bataan,  where  you're  surrounded  by  the  enemy;  there's  a 
bonding,  there's  a  feeling  together.   And  we  felt  we  were  really 
doing  something  important  both  from  the  standpoint  as  a  model  of 
how  medical  care  ought  to  be  organized,  as  well  as  the  fact  that 
we  had  members  that  were  getting  access  to  a  quality  of  care  that 
they  would  not  have  had  otherwise. 

And  what  about  your  wife- -did  she  have  any  feelings  about  this  one 
way  or  the  other? 

She  would  support  me  whatever  my  choice  was.   She  was  not  anxious 
to  move  at  that  time,  but  we  could  have  stayed.   We  didn't  have  to 
move;  I  could  have  stayed  heading  up  the  employee  relations 
department . 

You  went  for  the  Health  Plan? 
Yes. 
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Chall:   At  that  time,  you  said  that  they  had  just  fired  the  Health  Plan 
manager?   Who  was  he? 

Vohs:    His  name  was  Ed  Bell.   When  I  say  "fired"  him,  he  ended  up  being 
transferred  to  northern  California.   He  had  preceded  me  in  the 
employee  relations  advisor's  job,  and  then  he  went  into  the  Health 
Plan  manager's  job.   In  six  months  Karl  decided  he  was  not  the  guy 
for  that  job  and  I  was.   Ed  went  up  to  northern  California  in  the 
employee  relations  advisor's  job  in  northern  California.   He  just 
kind  of  moved  regions,  but  went  back  to  what  he  had  been  doing. 

Chall:   How  did  Karl  Steil  know  you? 

Vohs:    Just  from  the  six  months  that  I  worked  there. 

Chall:   Did  you  feel  you  would  be  able  to  work  well  with  Karl  Steil? 

Vohs:    Not  particularly.   He  was  a  very  different  kind  of  person.   We  had 
our  problems  working  together,  but  we  made  it  work.   It  wasn't 
always  easy. 

Chall:   At  least  you  came  into  the  Health  Plan,  which  is  what  you  wanted 
to  do. 

Vohs:    I  was  willing  to  do  that.   Again,  as  I  look  back  on  it  now  I 
wonder  how  I  made  the  decision  I  did. 

Chall:   And  then  stayed  with  it. 
Vohs:    And  then  stayed  with  it. 
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III   FIRST  RUNGS  ON  THE  KAISER  PERMANENTE  MANAGEMENT  LADDER: 
SOUTHERN  CALIFORNIA  REGION,  1957-1970 


Health  Plan  Manager,  1957-1963 


Chall:   I  don't  understand  too  well  how  the  Health  Plan  works. 

Vohs:    The  Health  Plan  would  be--an  analogy  would  be  like  a  Blue  Cross  or 
Blue  Shield  organization.   The  Health  Plan  contracts  with  doctors 
(the  Permanente  Medical  Groups)  and  hospitals  (Kaiser  Foundation 
Hospitals)  to  provide  medical  and  inpatient  services  to  members. 
It  also  has  responsibility  for  selling  the  plan.   The  Health  Plan 
handles  the  enrollment  and  the  members  coming  in.   And  then  if 
there  are  any  problems  they  deal  with  that.   They  keep  the  records 
of  the  membership,  they  do  the  billing  of  the  companies  to  pay  for 
the  members,  they  manage  those  kinds  of  things.   So  it's  the  sales 
arm,  the  marketing  arm,  the  relationship  arm. 

One  of  the  reasons  I  think,  Malca,  that  I  was  selected  to  be 
the  Health  Plan  manager  was  because  in  those  days  most  of  the 
support  we  got  was  from  labor.   They  were  the  ones  that  recognized 
early  on  how  the  Kaiser  Permanente  program  satisfied  their  union 
members  in  terms  of  cost,  in  terms  of  benefits,  in  terms  of 
quality  of  care,  and  in  terms  of  controlling  the  out-of-pocket 
expenses  of  their  members.   The  reason  Kaiser  expanded  to  southern 
California  was  because  of  the  Longshoremen  and  the  Retail  Clerks 
Unions.   Labor  was  a  very  important  piece  of  our  growth,  and  so 
with  my  ties  and  understanding  and  ability  to  work  with  labor,  I 
think  I  looked  like  the  right  kind  of  person  to  be  in  that  job.   I 
think  that  had  a  lot  to  do  with  why  I  was  selected. 

Chall:   At  that  time,  if  it  was  growing,  you  had  problems  of  just  knowing 
how  many  members  you  could  take  in  and  still  have  enough  doctors 
to  handle  those  members. 

Vohs:    Oh,  absolutely.   This  is  still  right  after  the  Tahoe  Conference 
and  things  were  just  settling  down.   As  a  matter  of  fact,  the 
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Chall: 


Vohs: 


first  contract  between  Health  Plan  and  the  physician  groups  under 
the  new  format  was  settled  in  southern  California  between  Health 
Plan  and  the  Southern  California  Permanente  Medical  Group.   There 
was  still  a  lot  of  tension  between  the  parties.   It  wasn't  erased 
simply  because  there  was  agreement  on  a  contract;  it  was  hard  to 
get  that  contract,  there  was  a  lot  of  dissatisfaction  on  both 
sides  with  it.   But  they  were  trying  to  make  it  work.   It  still 
was  not  an  easy  thing.   And  we  were  growing.   We  had  230,000 
members,  I  think,  when  I  went  there  in  July  of  1957.   It  was  hard 
recruiting  physicians,  we  were  building  new  hospitals  —  it  was  a 
very  dynamic  time. 

And  your  role  in  all  this  in  terms  of  going  out  and  getting 
members  was  really  constrained  to  some  degree? 

By  the  resources  that  we  had.   It  was.   But  it  was  a  time  of  great 
opportunity  for  us.   Two  major  groups--!  brought  in  the  Teamster 
group,  which  was  a  huge  group  in  southern  California.   I  don't  know 
how  many  union  members  they  had  at  the  time,  but  it  was  over 
100,000.   With  the  passage  of  the  Federal  Employees  Health  Benefits 
Act,  we  gained  thousands  more  federal  employees  as  members.1 


Balancing  Time  for  Family  and  Work  //// 


Vohs:    In  the  meantime,  we  had  four  children  during  this  whole  period. 
Chall:   One  right  after  the  other  [chuckles]. 

Vohs:    Pretty  much  so.   Our  first  daughter  [Laura  Vohs  Mirabito]  was  born 
in  our  Walnut  Creek  hospital  when  I  was  working  for  Permanente 
Services  there.   Then  my  wife  was  pregnant  when  we  went  up  to 
Oregon,  as  I  mentioned. 

Chall:   Oh,  so  that  was  daughter  number  two  [Carole  Jan  Volk] . 

Vohs:    And  she  was  born  at  the  Kaiser  hospital  in  Vancouver  [Washington]. 
And  then  our  third  daughter  [Nancy  Lynn  Cimino]  was  born  after  we 
moved  to  southern  California,  when  I  was  the  Health  Plan  manager. 
She  was  actually  born  in  the  car  on  the  way  to  our  Sunset 
Hospital.   And  then  our  fourth  daughter  [Sharla  Jane  Smith]  was 
born  at  our  Sunset  Hospital. 

Chall:   Where? 


;See  pages  49-50  for  discussion  of  the  Act. 
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Vohs :    At  our  Kaiser  Foundation  Sunset  Hospital.   We  called  it  Sunset; 
it's  on  Sunset  Boulevard.   It  is  our  major  medical  center  in  Los 
Angeles . 

Chall:   Did  you  find  a  house  big  enough  to  take  care  of  the  whole  family? 

Vohs:    Yes,  we  were  fortunate.   We  rented  when  we  first  moved  there  a 
small  home  in  North  Hollywood,  when  we  just  had  the  two  little 
girls.   One  was  a  year  and  a  half,  and  the  other  was  just  a  few 
months.   And  then  we  bought  a  home  in  La  Canada,  which  is  above 
Glendale,  in  the  northern  part  of  Los  Angeles.   If  you  drew  a  line 
that  would  bisect  Los  Angeles,  the  very  northern  point  is  where  La 
Canada  was.   We  bought  a  small  ranch-style  three-bedroom  house, 
and  then  when  our  fourth  daughter  was  coming  along  we  bought  a 
much  nicer—and  a  little  larger—house  in  La  Canada. 

Chall:   So  your  wife  had  a  busy  time  at  home. 

Vohs:    Yes,  very.   And  it  was  a  long  commute  for  me,  and  I  was  working  a 
lot  of  hours. 

Chall:   But  you  always  stayed  there  in  La  Canada  while  you  were  in  L.A. 
Vohs:    Yes. 

Chall:   The  hours,  you  say,  were  very  long.   Was  this  early  in  the  morning 
to  late  at  night? 

Vohs:    Yes.   Because  of  the  traffic,  I  usually  didn't  leave  the  office 
until  maybe  seven  or  so.   My  wife  was  always  having  to  fix  two 
dinners,  one  for  the  kids,  and  then  another  for  me.   When  our 
first  daughter  was  born,  Jan's  parents  gave  us  a  little  Brownie 
movie  camera;  it's  the  simplest  kind  in  the  world.   Well,  we  used 
that  camera  for  years  and  years  to  record  family  activities.   A 
couple  of  years  ago  we  took  all  of  our  movies  and  had  them 
converted  to  videotape  which  we  gave  to  each  of  our  daughters. 
It's  two  very  long  videos,  including  every  birthday  party.   I  tell 
the  kids,  "You  don't  see  me  in  the  picture,  but  I  was  at  each 
party  taking  the  pictures."   I  never  missed  them.   I'm  very  proud 
of  that.   As  hard  as  I  worked,  and  as  many  hours  as  I  worked,  I 
was  always  there. 

Chall:   Was  that  usually  on  a  Sunday,  or  whatever  the  day  was  you  managed 
to  be  there? 

Vohs:    Whenever  their  day  was. 
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Advanced  Management  Program  at  Harvard 


Vohs:    Let  me  just  mention  one  thing  that  happened  during  that  time.   It 
was  in  1966  that  I  went  back  to  Harvard  to  the  Advanced  Management 
Program.   Karl  Steil  had  attended  before  me  and  Scott  Fleming  as 
well.   I  was  the  third  out  of  our  program  to  go  back. 

Chall:   Was  that  a  fairly  new  program  at  Harvard? 

Vohs:    No.   I  was  in  what's  called  the  fiftieth  AMP.   They  do  two  a  year, 
so  it  had  been  going  at  least  twenty-five  years.   It  had  started 
before  World  War  II  and  it  carried  on  during  the  war. 

Chall:   What  do  you  suppose  prompted  Kaiser  to  start  sending  some  of  its 
management  people  there? 

Vohs:    To  tell  the  truth,  I  don't  know,  because  it  wasn't  the  kind  of 
thing  that  I  would  have  thought  Karl  Steil  would  do.   He  might 
have  gotten  some  urging  from  Gene  Trefethen,  because  other  Kaiser 
companies  had  been  sending  people  back  to  that  program  for  some 
time.   I  suspect  that's  where  it  came  from.   Karl  had  attended 
some  junior  colleges,  but  had  never  graduated.   He  was  not  one 
that  I  would  have  thought  would  put  himself  into  an  academic 
situation  like  Harvard  because  of  his  background.   And  as  you 
know,  quite  often  people  who  haven't  graduated  from  college 
attribute  more  importance  to  it  than  those  who  have.   I  suspect  it 
was  Trefethen  and  Cliff  Keene  who  really  felt  maybe  this  would  be 
the  kind  of  experience  that  would  be  helpful  to  Karl  in  terms  of 
his  management  style. 

Chall:   Did  you  see-- 

Vohs:    I  didn't  see  much  change  in  him. 

Chall:   How  did  it  affect  you? 

Vohs:    It  was  a  wonderful  experience.   It  was  an  extraordinary 

experience.   I  was  one  of  the  youngest  in  the  class.   I  was  with  a 
lot  of  individuals  that  I  had  a  great  deal  of  respect  for  in  terms 
of  their  minds  and  experiences.   I  think  it  opened  my  eyes,  it 
certainly  broadened  me  and  educated  me  on  management  styles  and 
tools  of  management.   It  was  a  wonderful  experience  and 
friendships  we  made  in  that  class  we  still  have.   We  still  get 
together  once  in  a  while. 

Chall:   How  long  a  period  was  it? 
Vohs:    It  was  thirteen  weeks. 
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Chall:   I  think  Dr.  [Wilbur]  Reimers  told  me  that  you  had  suggested  that 
he  take  the  course.   Dr.  [Sam]  Packer  said  that  he  had  refused.1 

Vohs :    Yes.   I  got  a  lot  of  the  physicians  to  go.   At  one  time,  almost 
every  one  of  our  medical  directors  had  attended. 

Chall:   I  see.   You  thought  it  was  important  enough  for  all  of  them? 

Vohs:    Especially  for  the  physicians,  to  give  them  a  sense  of  business 

and  management.   It  was  wonderful.   At  one  point,  we  were  sending 
more  people  —  and  had  sent  more  people  —  to  Harvard  than  any  other 
organization  in  the  country.   It  was  really  unusual  that  a 
nonprofit  organization  would  head  the  list. 

Chall:   That's  really  very  good.   It's  important  for  doctors  I  guess 

because  they  had  to  be  administrators  when  they  were  in  charge  as 
medical  directors. 

Vohs:    Yes.   And  you  see,  they  don't  usually  have  any  background  and 

training  in  management  at  all.   So  it  was  really  important  for  our 
key  leaders  to  have  that  exposure  and  have  some  understanding  of 
management . 

Chall:   And  what  about  Health  Plan  managers? 

Vohs:    We  sent  many.   Quite  often,  we  were  sending  at  least  one  physician 
and  one  other  executive  out  of  Health  Plan  and  Hospitals.   In 
fact,  we  had  two  physicians  in  one  class,  and  they  saved  the  life 
of  one  of  their  classmates  who  had  a  heart  stoppage.   It  was  a 
Japanese  executive. 

When  I  was  young  and  in  high  school  and  not  sure  of  what  I 
wanted  to  do,  my  father—who  I  would  see  every  once  in  a  while- 
told  me  I  ought  to  go  to  Harvard.   When  he  was  sailing  for  Matson 
Lines  he  had  met  the  president  of  Harvard  on  one  of  his  trips  to 
Hawaii.   He  said,  "You  ought  to  go  to  Harvard."   I  thought,  "Gee, 
that's  wonderful  of  you  to  say,  but  how  would  I  ever  do  that?"   It 
was  the  farthest  thing  from  my  mind.   I  couldn't  even  dream  that 
it  would  happen.   It  was  so  out  of  the  question,  it  never  even 
entered  my  mind.   He  died  before  I  went,  and  I'm  sorry,  because  I 
would  like  him  to  have  known  that  I  finally  got  there. 

Chall:   Does  Harvard's  Advance  Management  Program  still  go  on  as  far  as 
you  know? 


'See  interviews  with  Wilbur  Reimers  and  Sam  Packer  in  the  Kaiser 
series . 
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Vohs:    The  Harvard  program  is  still  going  on,  and  I  haven't  heard 

recently  whether  Kaiser  is  sending  anybody  or  not.   They  may  have 
stopped. 

Chall:   Did  you  send  people  besides  the  doctors? 

Vohs:    We  sent  a  lot  of  our  executives.   We  sent  some  of  the  first  women, 
too.   We  sent  one  of  the  first  black  women  to  ever  attend.   I  was 
very  proud  of  that. 

Chall:   Well,  maybe  that's  all  we'll  do  today. 


Staffing  Patterns:  Personnel  and  Personalities 

Dorothea  Daniels  and  James  Smits:  Hospital  Administrators 
[Interview  2:  March  6,  1997]  « 


Chall:   You  had  to  develop  a  relationship  then  with  medical  and  hospital 
administrators  at  that  time. 

Vohs:    Yes,  to  a  degree,  because  what  I  was  doing  as  Health  Plan  manager 
was  selling  the  services  of  the  medical  groups  and  the  hospitals 
to  these  groups  and  to  individuals. 

Chall:  Tell  me  then  about  James  Smits.  He  was  regional  hospital 
administrator  all  the  way  through  your  career  in  southern 
California. 

Vohs:    He  was  not  there  when  I  first  started.   He  came  later.   Dorothea 

Daniels  was  the  key  hospital  administrator  at  our  Sunset  Hospital. 
That  was  our  major  hospital  in  southern  California.   We  also  had  a 
hospital  in  the  Harbor  area,  and  in  Fontana.   Dorothea  had  a  long 
history  in  the  organization.   Dr.  Garfield  always  said  that  he 
didn't  hire  Dorothea,  that  Dorothea  hired  us  [laughter].   She  was 
a  very  strong,  very  unique  woman.   She  had  been  originally  the 
assistant  director  of  the  nursing  school,  and  then  she  became  the 
director  of  the  nursing  school,  and  eventually  director  of  nursing 
at  the  Oakland  Medical  Center.   Then  she  came  to  southern 
Calif orina  as  the  administrator  of  our  Sunset  Hospital.   A  very 
powerful  woman. 

Dorothea  and  I  got  along  very  well.   We  had  a  very  good 
relationship.   When  she  was  a  nurse  she  wore  the  crisp  starched 
dress  of  the  nurse,  and  she  never  sat  down. 


Chall:   When  she  was  hospital  administrator  she  was  still  a  nurse? 

Vohs:    No,  she  was  not  dressed  as  a  nurse,  but  of  course  had  a  great 
involvement  with  the  nursing  activity. 

Chall:   That  would  mean  that  she  was  concerned  about  how  her  nurses  were 
treated  and  how  they  were  paid? 

Vohs:    Oh,  yes,  and  their  competence  and  professionalism  and  that.   She 
was  a  very  good  administrator.   A  unique  person,  very  autocratic, 
very  demanding.   I  would  take  groups  over  to  show  them  through  our 
hospital  and  she  would  take  us  through,  and  she'd  be  picking  up 
cigarette  butts  and  pieces  of  paper.   That's  reflective  of  her 
style. 

Chall:   The  old-fashioned  way.   Maybe  it's  lost. 

Vohs:    One  of  the  unique  things  about  her  —  this  is  trivial—the  first 

time  I  met  with  her  I  noticed  she  kept  looking  down  at  one  of  the 
drawers  in  her  desk  and  making  little  noises.   She  had  a  dog  in 
one  of  the  drawers  in  her  desk—a  little  Pekingese  dog.   She 
always  kept  it  there.   The  nurse  who  was  head  of  in-house  training 
would  come  in  in  the  morning  and  the  afternoon  to  walk  the  dog 
[ laughter] . 

Anyway,  she  was  replaced  by  Jim  Smits.   Jim  was  an  important 
addition  because  he  was  a  former  president  of  the  California 
Hospital  Association.   He  was  a  highly  regarded  and  highly 
respected  administrator  by  the  profession.   So  at  that  stage  of 
our  time,  it  added  a  little  panache  to  the  organization  to  attract 
someone  of  his  reputation.   His  was  a  very  important  addition,  and 
he  was  a  good  administrator.   He  took  over  the  administration  of 
all  the  southern  California  hospitals.   He  had  responsibility  for 
all  of  them.   He  played  a  key  role. 

Chall:   Yes,  and  he  was'  there  a  long  time. 

Vohs:    Yes,  he  was.   And  he  brought  in  some  of  our  very  best 

administrators.   John  Boardman,  who  later  I  identified  as  the 
individual  to  replace  me  as  president  and  CEO,  was  one  of  the  ones 
that  Jim  brought  in.   There  was  a  whole  group  of  them:  Ron  Wyatt, 
who  was  our  first  administrator  at  our  Panorama  City  Hospital  and 
who  was  later  regional  manager  in  Cleveland  and  Hawaii;  Russ 
Williams,  who  ended  up  in  Jim  Smits1  position  in  southern 
California,  could  have  been  a  regional  manager  in  several  of  our 
regions,  but  did  not  want  to  leave  southern  California.   There 
were  others,  including  Wayne  Moon,  who  later  became  president  of 
Health  Plan  and  Hospitals. 


Chall:   Did  they  come  from  the  outside  too,  as  he  did? 
knew? 


People  that  he 


Vohs:    Yes. 

Chall:   So  that  began  to,  I  would  guess,  also  give  some  status  at  that 
time  to  Kaiser  Permanente. 

Vohs:    Yes,  it  did,  and  it  was  in  contrast  to  most  of  the  administrators 
that  we  had  in  northern  California.   A  lot  of  administrators  in 
northern  California  were  not  professionally  trained;  they  had  been 
administrators  or  managers  in  other  kinds  of  jobs.   So  they  never 
had  or  gained  respect  from  the  profession.   A  lot  of  people  looked 
at  Kaiser  Hospitals  as  an  organization  that  was  run  by  other  than 
the  well-regarded  professionals  in  their  field.   So  Jim's  move  to 
the  organization  was  a  key  one. 

Chall:   That  really  in  a  sense  gave  more  status  to  southern  California,  do 
you  think,  at  that  time  than  to  northern  California? 

Vohs:    Yes. 


Karl  Steil,  Regional  Manager 


Chall:   How  did  you  work  with  Karl  Steil?   I  know  we're  going  to  take  this 
up  again  from  time  to  time  because  he  was  a  long-time  key  leader. 
I  don't  know  whether  his  management  style  changed  over  the  years 
or  not. 


Vohs:    Karl,  all  during  his  career,  was  a  unique  manager  in  my  opinion. 
He  delegated  very  well.   He  had  no  background  or  training  in 
management,  and  although  he  had  some  college,  I  think  it  was  just 
a  very  modest  amount.   Again,  he  was  not  somebody  who  had  a  broad 
educational  background.   He  moved  into  his  original  job--he  had 
been  Health  Plan  manager  while  his  brother  Paul  Steil  was  the 
regional  manager  [southern  California].   So  he  had  been  brought  in 
by  his  brother.   Karl  was  a  very  shy  man,  and  he  had  difficulty  in 
social  situations.   He  was  not  always  straightforward.   He  really 
did  a  lot  of  thinking  about  things,  and  you  never  knew  exactly 
what  he  was  thinking,  and  why  he  was  making  moves  that  he  made. 

Chall:   Even  early  on? 

Vohs:    Early  on.   But  he  established  a  good  relationship  with  Ray  Kay, 

who  was  the  medical  director.   It  wasn't  strong  at  the  outset,  but 
over  time  it  was.   But  at  the  same  time,  Karl  was  a  strong 


individual  too,  and  he  knew  what  he  wanted  to  get  done  and  how  to 
get  it  done  and  worked  toward  those  goals.  He  was  also  difficult 
to  work  for. 

Chall:   1  see.   So  he  left  you  second  guessing  often? 

Vohs:    Not  so  much.   It's  hard  to  describe,  Malca,  just  how  you  related 
to  him.   He  didn't  show  you  all  his  cards,  and  yet  we  had  a  close 
relationship  in  many  ways.   At  one  point  in  time,  we  had  a 
disagreement  over  a  matter  —  and  this  was  early  on--and  he  did  not 
talk  to  me  for  almost  a  year. 

Chall:   But  you  were  his  assistant? 

Vohs:    Right.   I  was  working  for  him.   I  was  one  of  the  key  managers 
under  him. 

Chall:   So  with  whom  did  you  work? 

Vohs:   Well,  I  just  went  on  doing  my  job  [laughter].   And  I  worked  well 
with  the  other  managers,  and  I  worked  well  with  Ray  Kay.   Ray  Kay 
and  I  had  our  moments--he  was  also  a  very  difficult  man  to  get 
along  with.   Extraordinarily  difficult.   But  he  and  I  had  a  good 
relationship.   He  had  a  lot  of  respect  for  me. 

Chall:   Did  you  get  messages  from  Steil  through  some  of  these  other 
fellows? 

Vohs:    Sure.   But  he  just  avoided  me.   I  mean,  there  were  occasions  where 
he  had  to  speak  to  me,  but  for  the  most  part  he  didn't. 

Chall:   He  didn't  call  you  into  meetings  and-- 

Vohs:    No,  but  I  attended  those  meetings  that  we  were  supposed  to. 

Chall:   How  uncomfortable  it  must  have  been. 

Vohs:    It  was.   At  that  time  I  even  was  applying  for  jobs  other  places 
because  it  just  was  bizarre. 

Chall:   It's  interesting,  because—and  we'll  talk  about  his  going  part- 
time  up  to  northern  Calif ornia--Dr.  Cutting  said  about  him  that  he 
created  an  atmosphere  of  openness  and  willingness  to  work. 
Everything  was  on  the  top  of  the  table,  he  included  the  medical 
group,  and  he  presented  a  feeling  of  honesty  and  forthrightness . 
The  books  were  open,  and  you  could  argue  from  the  same  figures. 
He  respected  the  professionalism  of  the  doctors,  their  training, 
and  what  they  were  trying  to  do  in  their  lives  and  what  they  meant 
to  the  organization.   1  think  Dr.  Kay  said  that  he  talked  to  Dr. 
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Keene  and  asked  Dr.  Keene  to  send  Steil  up  there  because  he 
thought  he  would  get  along  well  with  this  difficult  group  of 
doctors . ' 

Vohs :    Yes.   He  did  very  well  with  the  medical  groups.   He  really  tried 
to  work  with  them  as  partners,  and  although  he  wanted  to  be  the 
dominating  partner,  he  did  it  in  a  very  careful  way  so  that  he  was 
effective  in  being  able  to  work  through  the  medical  groups  and 
achieve  what  he  was  trying  to  achieve.   He  played  a  very,  very 
important  role  in  the  program  historically.   You  can  give  Karl  a 
lot  of  credit  for  following  the  concept  of  regional  autonomy  and 
the  partnership  with  the  medical  groups,  in  which  the  medical 
groups  did  play  a  role  and  have  a  voice. 

Chall:   He  really  believed  that. 

Vohs:  He  believed  it,  and  as  you  can  see,  he  was  effective  with  Dr.  Kay 
and  Dr.  Cutting.  At  the  same  time,  he  was  achieving  through  them 
what  he  was  trying  to  achieve. 


Vohs:    Later,  in  1963,  I  think  it  was,  when  he  came  up  here  as  regional 
manager  [northern  California] ,  I  was  named  as  assistant  regional 
manager.   In  fact,  I  functioned  as  regional  manager  because  he  had 
his  hands  full  in  northern  California. 

Chall:   That's  right;  his  name  shows  up  in  both  places  [annual  reports]. 

Vohs:    That's  right.   But  in  terms  of  just  functioning,  he  had  some 
oversight,  but  I  was  really  quite  independent. 

Chall:   So  you  became  in  fact  regional  manager  [of  Southern  California 
Region]  in  '64. 

Vohs:    Right.   I  was  Health  Plan  manager  for  six  years,  and  assistant 
regional  manager  for  one  year  [1963-1964]. 

Chall:   In  what  ways  might  you  have  had  a  difference  of  opinion  with 
Steil?   Was  this  over  growth  and  financing  matters? 

Vohs:    No,  no,  I  think  it  was  just  more  management  style  than  anything 
else. 

Chall:   And  his  style  was  what? 


'See  interviews  with  Cecil  Cutting  and  Raymond  Kay  in  the  Kaiser 
series . 


Vohs :    Well,  he  wasn't  very  communicative.   He  was  a  unique  personality; 
he  was  very  shy  in  many  situations.   I  think  it  was  just  that  he 
wasn't  what  I  considered  to  be,  at  that  point  in  time,  a  kind  of  a 
modern  manager.   That  wasn't  his  style.   His  style  was  in  fact, 
from  some  standpoints,  to  give  too  much  freedom,  too  much 
independence.   And  it  was  probably  personality,  too. 

But  we  made  it  work.   We  worked  together,  and  in  many  ways  we 
were  close.   Later  on,  after  he  moved  to  northern  California,  he 
and  his  wife  decided  to  rejoin  the  Catholic  church  and  to  renew 
their  affiliation  with  the  church.   They  decided  to  be  married  in 
the  church,  and  he  asked  me  to  act  as  his  best  man. 


Chall: 
Vohs: 


This  was  many  years  after  we  were  both  regional  managers.   So 
we  made  it  work.   But  we  just  had  different  styles.   We  were 
different  people.   Later,  when  I  was  named  president  [1975]-- 
another  couple  of  long  stories  —  Edgar  Kaiser  wanted  a  couple 
different  people  to  be  put  on  the  Board  of  Directors  of  Health 
Plan  and  Hospitals,  but  I  insisted  that  Karl  Steil  and  Dan  Wagster 
be  named  to  the  board,  and  they  were.   I  tried  to  give  recognition 
to  Karl  for  a  lot  that  he  had  done  and  in  a  sense  the  loyalty  that 
I  had  for  him.   But  he  was  different. 

You  certainly  worked  long  years  together  up  here,  didn't  you? 

Sure,  but  you  know,  what  happened  is  we  flipped  places.   When  I 
was  named  president  —  actually  when  I  was  named  executive  vice 
president,  he  then  reported  to  me.   So  we  in  a  sense  leapfrogged. 


Clifford  Keene,  M.D. ,  General  Manager,  Kaiser  Pennanente 
Health  Plan  and  Hospitals  ## 


Chall:   Now  at  that  time,  of  course,  the  board  was  pretty  much  dominated 
by  Kaiser  industry  executives.   How  did  that  affect  what  he  might 
have  been  doing? 

Vohs:    The  board  didn't  play  much  of  a  role.   The  board  sort  of  took  care 
of  superficial  things  and  formal  actions  at  board  meetings.   Gene 
Trefethen,  of  course,  kept  his  eye  on  things,  and  was  deeply 
involved.   He  understood  what  was  going  on.   And,  of  course,  it 
was  during  this  period  of  time  that  Dr.  Keene  was  given  the 
official  role  as  general  manager  of  the  program.   That  caused  a 
real  eruption  among  the  medical  directors.   So  Dr.  Keene  was 
playing  a  role  at  this  time. 
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Chall:   I  don't  know  how  he  got  along  with  southern  California  people,  but 
in  northern  California  it  was  difficult.   I  think  it  was  Mr. 
Fleming  who  said  that  when  Dr.  Kay  retired,  then  Dr.  Keene  seemed 
to  have  a  little  more  acceptance.   At  least  there  wasn't  quite  the 
enmity.   I  guess  Dr.  Kay  and  Dr.  Keene  didn't  always  get  along  too 
well. 

Vohs :    Not  at  all.   Dr.  Kay  always  resented  Dr.  Keene 's  appointment  as 
general  manager  and  then  later  to  become  the  president.   And  in 
fact,  Dr.  Kay  and  Dr.  Cutting—and  I  believe  Dr.  Saward--all  went 
over  to  see  Mr.  Kaiser  when  Dr.  Keene  was  appointed  general 
manager,  because  they  said  they  were  told  —  according  to  them, 
whether  this  is  true  or  not  —  that  Dr.  Keene  would  never  be  given 
that  kind  of  position.   That  was  number  one.   Number  two,  the  part 
of  the  agreement  at  Tahoe  said  that  there  would  be  joint  approval 
of  key  managers.   Dr.  Keene 's  appointment  was  done  without  their 
approval.   So  they  went  over  to  see  Mr.  Kaiser  about  it  and  really 
raised  a  fuss.   Nothing  was  changed,  but--. 

So  from  that  point  on,  he  was  resented.   Part  of  the 
resentment  was  his  personality,  but  part  of  it  was  because  he  was 
a  physician,  and  he  — according  to  them,  and  it  may  be  true  — liked 
to  give  the  impression  that  he  was  in  charge  of  everything.   One 
of  the  distinctions  I  always  made  when  I  was  president  and 
chairman,  that  I  was  president  and  chairman  of  Kaiser  Foundation 
Health  Plan,  and  Hospitals—not  of  Kaiser  Permanente,  and  not  of 
the  medical  care  program.   I  had  responsibility  for  two  of  the 
important  legs,  and  I  think  the  medical  directors  of  the 
Permanente  Medical  Groups  felt  that  people  looked  at  Dr.  Keene  as 
the  head  of  everything,  including  the  medical  groups,  and  that 
really  bothered  them. 

Chall:   Even  though  at  that  time,  they  had  set  up  their  partnership 
agreement  already. 

Vohs:    Oh,  yes.   It  was  how  the  outside  world  and  others  in  medicine,  et 
cetera,  viewed  things. 

Chall:   And  how  did  you  feel  about  Dr.  Keene?   Did  you  think  that  he 
thought  he  should  be  in  charge  of  it  all? 

Vohs:    Yes,  he  really  did,  and  he  really  would  have  liked  to  have  been. 


Dr.  Raymond  Kay,  Medical  Director 


Chall: 


Vohs: 


Chall: 


Vohs: 


Chall: 
Vohs : 
Chall: 

Vohs: 


He  has  said  of  Ray  Kay  that  he  was  feisty  and  capable,  but  "he  was 
like  playing  with  a  stick  of  dynamite  around  a  bonfire."1 

Yes,  sometimes  when  I  would  call  Ray  and  discuss  an  issue,  I  could 
get  either  a  five-megaton  or  a  ten-megaton  explosion. 

How  were  his  ideas  when  you  came  right  down  to  having  to  make 
decisions?   He  always  felt  that  if  you  just  kept  talking  that 
eventually  you,  he,  and  all  the  others  that  he  had  to  work  with, 
would  find  a  way  out  of  difficulties. 

Yes,  and  that's  true.   I  found  that  one  of  his  redeeming  features 
was  the  fact  that  you  could  disagree  one  afternoon  strongly,  and 
he  would  say  he  would  never  agree  to  a  certain  thing—never , 
never,  never  —  and  the  next  morning  you  could  meet  with  him  and 
somehow  he  would  have  changed  his  mind.   He  had  jumped  across  this 
chasm  between  the  two  of  you.   He  was  on  one  side  of  the  cliff  one 
day,  and  he  got  over  to  the  other  side  of  the  cliff  and  you  never 
knew  how.   And  he  never  acknowledged  that  he  got  there,  that  he 
changed.   But  he  did,  and  it  was  a  redeeming  feature  of  Ray.   When 
he  said  no,  it  might  not  always  be  no. 

So  would  you  just  go  back  and  make  another  appointment? 


You  kept  working  on  it. 

Fleming  has  characterized  him  as  having  a 
management . 


'mother  hen"  style  of 


In  a  way  it  was  that  way.   In  a  way  he  was  manipulative.   What  he 
tried  to  do  was  to  be  certain  that  he  had  the  support  of  his  key 
physicians  on  whatever  position  he  was  taking.   In  many  ways,  he 
worked  somewhat  like  a  labor  leader,  because  if  we  got  into  very 
difficult  discussions  during  negotiations  of  the  annual  contract, 
and  he  would  take  a  position,  he  would  then  go  back  to  his 
physicians  and  his  board  and  others  and  say,  "They  want  us  to  do 
this,  and  we're  not  going  to  do  that,  and  by  gosh,  this  is  what 
they're  trying  to  do  to  us.   This  is  terrible." 

Then  we'd  go  into  negotiations,  we  would  settle  it,  and  he'd 
be  okay,  but  he'd  left  that  group  of  physicians  very  angry  at  what 
we,  the  Health  Plan,  was  trying  to  do,  et  cetera.   So  it  didn't 
help  the  overall  relationship  between  the  physicians  and  the 


'See  interview  with  Clifford  Keene  in  the  Kaiser  series. 


Chall: 


Vohs: 


Chall: 


Vohs: 


Health  Plan  and  the  Hospitals.   Ray  was  fine.   He  got  right 
through  it;  it  worked  out  well.   But  the  other  physicians  had  a 
great  deal  of  difficulty  accepting  the  settlement,  accepting  the 
new  position. 


That  would  have  made  it  difficult  for  him  more  than  for  you. 
poisoned  the  whole  atmosphere. 


It 


It  did.   And  so  there  were  always  a  lot  of  questions  about  him, 
but  he  was  such  a  strong  individual  leader. 

I  suppose  that  maybe  you  needed  people  like  that  in  those  days  to 
preserve  what  they  had  set  up. 

I  think  that's  right.   He  was  absolutely  unrelenting  as  far  as 
quality  of  care  and  unrelenting  in  terms  of  the  quality  of  the 
physicians  that  they  were  recruiting,  and  very  concerned  about  the 
physicians  and  their  compensation,  their  working  circumstances, 
everything.   So  he  was  very  important.   And  the  kind  of  physicians 
that  he  brought  in  were,  first  of  all,  first-rate  medical  doctors, 
and  secondly,  physicians  who  wanted  to  practice  medicine,  who 
didn't  see  it  as  a  business,  who  had  some  kind  of  social  outlook 
that  went  beyond  a  business  of  providing  medical  care. 


Doctors  Fred  Scharles  and  Herman  Weiner,  Associate  Medical 
Directors 


Chall:   Some  of  the  chief  people--!  don't  exactly  know  what  jobs  they  held 
or  what  positions--Dr .  Fred  Scharles  and  Dr.  Herman  Weiner.   Were 
you  in  touch  with  them  at  all? 

Vohs:    Absolutely.   They  were  associate  medical  directors.   They  were  the 
two  key  physicians  under  Ray.   Dr.  Scharles'  responsibility  was  to 
be  the  liaison  between  the  medical  group  and  the  Health  Plan  and 
the  Hospitals.   And  so  I  worked  very,  very  closely  with  Dr. 
Scharles.   He  was  a  wonderful,  wonderful  man,  and  a  very  calm  and 
soothing  individual.   He  had  none  of  the  feistiness  and  the 
emotion  that  Dr.  Kay  had. 

Chall:   Was  he  able  to  help  him  to  keep  calm? 

Vohs :    Yes ,  he  was. 

Chall:   So  that  was  a  good  partnership  there. 


Vohs:    Yes.   And  Dr.  Weiner  was  a  good  thinker.   He  was.  more  of  an 

emotional  kind  of  person,  and  he  had  his  own  personal  problems. 
But  he  was  also  a  man  that  1  admired  very  much. 

Chall:   I  understand  that  —  this  is  sort  of  moving  ahead  a  bit,  but  as  long 
as  we're  talking  about  him--at  the  time  that  Ray  Kay  retired, 
Herman  Weiner  became  the  medical  director,  and  he  had  some 
problems . 

Vohs:    First  of  all,  Ray  didn't  want  to  retire.   He  and  I  were  in 

negotiations  on  December  31,  1969--which  was  the  day  when  he  was 
supposed  to  retire.   He  really  should  have  had  Dr.  Weiner  in  those 
negotiations  because  on  January  1  Dr.  Weiner  was  taking  over  as 
the  medical  director.   But  he  did  not  have  him  in.   I  tried  to  get 
him  to  involve  Dr.  Weiner  at  the  time,  but  we  went  until  ten 
o'clock  at  night  to  finish  up  the  contract. 

Dr.  Kay  wanted  to  stay  on.   He  told  Dr.  Weiner  he'd  be  happy 
to  stay  on  and  help  him  because  he  had  done  all  this  before  and 
would  be  willing  to  continue  doing  it.   Dr.  Weiner  said,  "No, 
you're  going  to  have  to  move  your  office;  I'm  going  to  move  into 
that  office."   So  Dr.  Weiner  made  some  key  decisions  that  were 
very  important—hard  on  Ray,  but  I'm  sure  you've  observed 
succession  before;  you  cannot  have  the  old  strong  leader  stay 
around  and  stay  in  the  same  office  and  deal  with  some  of  the  same 
problems . 

Dr.  Weiner  and  I  got  along  fine.   I  left  at  the  end  of  1970. 
I  was  on  my  way  up  to  the  Central  Office.   Unfortunately,  Dr. 
Weiner  had  had  some  personal  problems,  personal  emotional  kinds  of 
problems  in  his  life  at  one  time,  and  the  pressure  of  being 
medical  director  finally  got  too  much  for  him.   It  was  a  very 
difficult  job  for  him,  although  he  did  some  good  things  and  made 
some  good  decisions.   But  it  was  the  pressure  of  the  job.   It  was 
easy  for  him  to  be  the  number  two  person  that  wasn't  making  the 
decisions  and  maybe  sometimes  second-guessing  Ray  about  what  he 
should 've  done.   At  that  time,  I'm  sure  he  felt  that  if  he  were  in 
that  job,  he  could  do  these  things  and  do  them  better. 

The  responsibilities  and  the  requirements  of  the  medical 
director  in  one  of  our  regions  is  enormous,  trying  to  manage  and 
lead  large  numbers  of  physicians.   And  the  way  that  the  medical 
group  was  organized  in  southern  California  was  as  a  partnership. 
If  you  look  at  the  organization  chart,  you  see  on  the  very  top  of 
the  organization  chart  the  partners,  then  below  that  the  board  of 
directors,  then  a  medical  director,  then  associate  medical 
directors,  then  chiefs  of  service. 

I* 
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Vohs:    Management  of  a  group  of  medical  doctors  is  really  very  difficult. 
So  it  was  very  hard  on  Dr.  Weiner  when  he  finally  became  medical 
director.   When  I  described  Dr.  Weiner  to  people,  I  always  related 
a  story  that  he  told  me  one  day.   He  said,  "You  know,  Jim,  when  I 
go  out  in  my  garden--."   He  had  a  very  lovely  house  and  a  lovely 
garden  in  his  backyard.   He  said,  "When  I  look  at  my  garden,  I 
only  see  the  weeds.   I  don't  see  the  flowers."   To  me  it  was  very, 
very  revealing  of  his  psyche.   He  eventually  had  a  nervous 
breakdown. 

Chall:   Oh,  so  he  had  to  leave. 

Vohs:    Yes,  that's  right. 

Chall:   How  sad.   Did  he  leave  the  profession  or  did  he  leave  Kaiser? 

Vohs:    He  left  Kaiser.   He  had  given  up  the  practice  of  medicine  earlier 
because  of  his  emotional  problems.   Most  of  the  physicians  who 
moved  into  these  administrative  and  leadership  management  roles 
usually  tried  to  continue  to  practice  medicine.   Maybe  they'd  cut 
down  to  just  seeing  patients  one  day  a  week  or  something  like 
that,  but  they  all  tried  to  do  it.   Dr.  Weiner  had  given  up 
medicine  a  long  time  before.   He  had  been  a  very  good  internist--a 
highly  regarded  internist. 

Chall:   At  the  time  that  you  were  Health  Plan  manager  —  that  was  '57  to 
'64,  in  that  area--was  southern  California  growing  a  lot? 


Handling  Dynamic  Growth 


The  Federal  Employees  Health  Benefits  Act 


Vohs:    Rapidly.   Incredibly  fast:  12  to  15  percent  a  year.   We  were 
bringing  in  large  numbers  of  members  and  putting  a  strain  on 
everybody,  on  the  facilities,  on  the  number  of  physicians—we  were 
trying  to  recruit  as  many  physicians  as  we  could.   We  really 
needed  to  in  order  to  keep  up.   It  was  a  period  of  extraordinary 
growth.   There  were  two  principal  events  that  contributed  to  the 
accelerated  growth.   One  was  the  Federal  Employees  Health  Benefits 
Act,  which  was  passed  in  1959  and  went  into  effect  in  1960.   That 
meant  that  for  the  first  time  federal  employees  would  be  allowed 
to  have  a  payroll  deduction  to  pay  for  a  health  benefits  plan  and 
to  choose  from  among  a  variety  of  health  plans.   Before  that,  any 
benefit  carrier  that  wanted  to  enroll  federal  employees  had  to 
enroll  them  one  at  a  time.   There  was  no  payroll  deduction,  you 
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had  to  have  a  collection  system.   So  it  was  that  the  whole  Federal 
Employees  Health  Benefits  Act  —  it's  probably  covered  in  Fleming's 
material,  although  in  my  glancing  through  his  material,  I  didn't 
see  it--was  very  key  to  the  success  of  the  Kaiser  Permanente 
program.1   Because  initially,  Congress  and  the  administration  were 
just  going  to  offer  a  Blue  Cross/Blue  Shield  insurance  indemnity 
plan  to  employees.   It  was  because  Kaiser  Permanente 
representatives  were  able  to  get  to  some  key  senators  and 
congressmen  that  the  government  finally  established  what  is  called 
a  multiple  choice  program- -allowing  choice  for  group  practice  pre 
payment  plans  where  they  existed,  so  federal  employees  would  have 
that  choice. 

Chall:   I  think  I  read  about  that.   Isn't  that  where  finally  Henry  Kaiser 
went  in  and  talked  to  some  people--!  don't  know  whether  it  was  the 
president  or  vice  president  —  or  was  it  Congressman  [Richard] 
Neuberger  from  Oregon? 

Vohs :    Neuberger  from  Oregon  was  key.   Scott  Fleming  was  one  of  the  key 
individuals.   With  the  Federal  Employees  Health  Benefits  Act,  the 
federal  government  was  sanctioning  multiple  choice  of  health  plans 
as  a  concept  for  other  governments  —  state,  municipal  governments  — 
for  employers.   We  had  the  government's  seal  of  approval.   It  was 
very  important.   Of  course,  there  weren't  that  many  HMOs  at  that 
time.   So  the  whole  event  was  very,  very  important  to  Kaiser 
Permanente . 

The  bill  was  passed  in  September  of  '59--but  didn't  go  into 
effect  until  July  of  1960.   All  federal  employees  —  and  especially 
those  who  chose  Kaiser— saved  up  whatever  was  wrong  with  them 
until  July  1  and  then  they  called  for  appointments  [laughter].   I 
think  at  the  time  we  had  20,000  federal  employee  members.   By  July 
1  we  had  30,000  more.   That  meant  we  had  to  have  thirty  more 
doctors,  we  needed  sixty  more  hospital  beds,  et  cetera.   During 
that  same  period  of  time  we  also  enrolled  100,000  members  through 
the  Teamsters  Union.   So  that  whole  period  of  time  we  were  growing 
rapidly. 

When  I  was  appointed  Health  Plan  manager  in  1957,  we  had 
238,000  members  in  southern  California.   When  I  left,  in  1970,  I 
think  we  were  at  about  a  million.   In  fact,  we  had  to  stop  signing 
up  new  groups  of  employees.   You  can't  close  off  enrollment 
entirely,  because  you  have  to  allow  the  annual  choice  of  plans. 
But  we  didn't  take  in  new  groups.   There  were  periods  of  time 
where  we  wouldn't  take  on  new  groups,  in  order  to  get  our 
resources  in  balance  with  our  growing  membership.   We  were 


'See  interview  with  Scott  Fleming  in  the  Kaiser  series. 
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building  new  hospitals  and  recruiting  physicians.   It  was  a  very 
dynamic  time. 


Raising  the  Capital  for  Expansion 

Vohs :    And  we  had  very  little  capital. 

Chall:   The  money  had  to  come  from  your  fees,  didn't  it? 

Vohs:    That's  right.   But  we  didn't  have  the  amount  of  capital  needed  to 
do  these  things.   At  that  time  we  were  doing  our  financing  through 
the  Bank  of  America.   They  were  very  good  to  us,  but  they  finally 
came  to  us  and  said,  "Our  role  is  to  be  a  short-term  lender—five 
years,  modest  amounts  of  money,  things  of  that  sort.   You  really 
need  to  broaden  your  lending."   So  the  First  Boston  Corporation, 
who  were  the  investment  bankers  that  dealt  with  all  of  the  Kaiser 
companies  and  worked  with  Mr.  Trefethen,  were  engaged  to  help  us 
develop  the  capital  we  needed.   They  said  to  us  that  we  would 
probably  never  be  able  to  borrow  from  insurance  companies,  because 
we  were  in  competition  with  the  insurance  companies. 

It  turned  out  that  in  southern  California,  across  the  street 
from  our  Sunset  Hospital—which  was  our  major  hospital  —  there  was 
a  gas  station.   We  wanted  to  buy  it  to  build  a  medical  office 
building  on  the  site.   I  think  it  cost  us  $300,000,  which  was  a 
lot  of  money  for  us  in  those  days.   One  of  the  lenders  on  that  gas 
station  was  Northwestern  Mutual  Life  Insurance  Company.   We  met 
them,  and  the  individual  who  at  that  time  was  handling  a  lot  of 
their  investments  and  their  lending  liked  our  program.   He  broke 
the  ground  for  us.   We  became  the  largest  borrower  from 
Northwestern  Mutual.   Eventually,  all  of  the  major  insurance 
companies  became  our  lenders—New  York  Life,  Metropolitan,  Aetna, 
all  of  them.   We  did  what's  called  private  placement. 

Chall:   What  does  that  mean? 

Vohs:    They  were  just  private  notes,  essentially.   Eventually,  of  course, 
we  issued  our  own  tax-exempt  bonds,  and  finally  issued  taxable 
bonds.   Again,  I  repeat,  Northwestern  Mutual  played  an  important 
role  for  us.   At  one  point  in  time  when  we  were  in  need  of 
financing,  First  Boston  Corporation  advised  us  that  we  wouldn't  be 
able  to  get  a  loan  because  the  usury  law  in  California  wouldn't 
allow  interest  payments  over  10  percent,  and  that  we  would  never 
be  able  to  get  loans  for  less  than  10  percent  at  that  time.   But 
we  were  able  to,  on  our  own. 
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Chall:   You  certainly  needed  a  lot  of  it. 

Vohs:    In  the  early  days  a  lot  of  the  medical  offices  we  were  building, 
we  just  got  developers  to  build  them  and-- 

Chall:   Paid  rent? 

Vohs:    Paid  lease.   That  wasn't  how  we  wanted  to  do  it,  because  in  doing 
that  the  developers  had  to  have  a  return  on  their  capital,  which 
was  always  more  than  you  normally  would  have  had  to  pay.   But  that 
was  the  only  way  we  could  expand:  find  builders  and  developers  who 

would  do  that. 


Chall: 
Vohs: 


Chall 


Eventually  did  you  buy  the  leased  buildings? 

Yes.   I  always  said  that  if  you  wanted  to  make  a  lot  of  money,  to 

really  make  a  fortune,  just  buy  all  the  land  around  any  of  our 

facilities.   Eventually  we'll  come  back  and  want  to  buy  it.   And 

that's  what  we  did.   We'd  always  come  back.   Of  course,  the  price 
had  gone  up. 


You  bought  the  land  around  you  when  you  could  afford  it. 

it? 


Is  that 


Vohs: 


Chall 


Vohs: 


Yes.   At  the  time  I  left  southern  California,  we  purchased  a  large 
acreage  out  in  the  San  Fernando  Valley,  twenty-seven  acres,  and  a 
large  acreage  in  Orange  County  well  in  advance  of  our  need.   So, 
in  a  sense,  we  put  it  in  the  bank;  we  knew  we  were  going  to  need 
to  expand  to  those  areas  eventually. 


How  does  a  nonprofit  organization  sell  its  own  bonds? 
familiar  with  that  kind  of  financing. 


I'm  not 


You  do  it  just  like  any  for-profit  organization.   Anyone  can  buy 
Kaiser  Foundation  Hospital  bonds.   Of  course,  the  state  of 
California  has  a  program—as  do  a  lot  of  states  —  in  which  you  can 
issue  these  tax-exempt  bonds  through  the  state.   The  state 
actually  issued  the  bonds,  and  Kaiser  Foundation  Hospitals  stood 
as  the  guarantor. 


Appointment  to  Assistant  Regional  Manager,  1963 


Chall:   About  1962  Karl  Steil  was  sent  up  to  become  regional  manager  of 
the  Northern  California  Region,  as  well  as  remaining  manager  of 
the  Southern  California  Region.   You  then  took  on  some 
responsibilities  as  assistant. 
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Vohs :    As  associate  regional  manager  or  something  like  that. 
Chall:   How  did  that  work  out? 

Vohs:    It  was  kind  of  difficult.   But  because  Karl  delegated  so  much,  it 
made  it  easier.   It  was  a  little  difficult  because  he  had  problems 
seeing  us  do  things  differently  in  southern  California  than  what 
they  were  doing  in  northern  California.   I  was  always  being 
confronted  with,  "We  don't  do  it  that  way  in  northern  California." 

Chall:   But  then  he  had  been  always  doing  things  in  southern  California-- 

Vohs :    But  we  began  to  develop  some  new  concepts  in  our  medical  service 
agreement.   As  you  probably  know,  we  had  an  incentive  arrangement 
in  our  contract  with  the  physicians  so  that  part  of  their  total 
compensation  depended  on  the  financial  results  of  the  whole 
operation.   It  was  a  good  concept,  and  it  was  very  important.   But 
what  it  meant  was,  in  the  years  in  which  the  whole  organization 
did  well  financially,  and  they  received  a  larger  share,  that 
amount  of  money  was  divided  into  bonuses  for  each  physician 
partner.   If  the  next  year  the  bonus  the  partners  received  was 
less  than  the  year  before,  it  caused  a  great  deal  of  problems. 

One  of  the  things  that  Ray  Kay  and  I  worked  out  in  our 

contract  was  to  put  a  lid  on  the  amount  of  bonus  that  you  could 

have  in  one  year,  and  to  put  a  floor  on  the  amount  of  how  far  it 
could  go  down. 

Well,  that's  the  kind  of  thing  that  we  were  negotiating,  and 
that  was  a  little  difficult  for  Karl  at  times,  to  see  us  doing  it, 
if  he  wasn't  doing  it  in  northern  California. 

Chall:   So  even  in  that  really  short  period  of  time  you  made  some  changes? 

Vohs:    Yes. 

Chall:   But  did  he  have  to  travel  back  and  forth? 

Vohs:    Yes.   Once  in  a  while  he  and  Dr.  Keene  would  come  down- -not  very 
often—and  check  things  out. 

Chall:   I  see.   In  a  sense,  you  were  in  charge. 
Vohs:    Oh,  yes. 

Chall:   That  was  a  good  experience  for  the  next  step,  which  was  to  be 
regional  manager.   I  guess  finally  they  decided  to  make  him 
regional  manager  of  northern  California  only  and  appointed  you  as 
regional  manager  of  southern  California. 


Vohs:    Yes. 

Chall:   And  Dr.  Keene  then  made  the  appointments? 

Vohs:    Yes.   And  he  was  probably  influenced  by  Gene  Trefethen,  in  terms 
of  that  decision. 


Regional  Manager.  1964-1970 


Chall: 

Vohs: 
Chall: 

Vohs: 


Chall: 


Vohs: 


Was  there  anybody  else  being  considered,  do  you  think,  besides  you 
for  regional  manager  in  southern  California? 

No,  I  don't  think  so. 

You  had  been  reporting  to  Dr.  Keene--you  did  know  him.   What  was 
your  relationship  with  Dr.  Keene  now  that  you  became  regional 
manager? 


It  was  good.  I  think  you 
interviews  about  Dr.  Keene 
the  position  that  he  had, 
background,  maybe  because 
manager.  He  makes  a  very 
eloquent,  but  in  terms  of 
and  the  ability  to  manage 
very  complex  relationships 


probably  have  read  some  of  the  other 

I  think  that  he  enjoyed  the  status  of 
but  wasn' t--maybe  because  of  lack  of 
of  his  personality--wasn' t  really  a 
good  impression,  he's  urbane  and 
really  understanding  what  we  were  about, 
a  very  complex  organization  and  these 
he  had  problems. 


He  probably  never  really  got  over  the  animosity  that  developed 
among  the  medical  groups.   They  never  really  changed  their  view  of 
him,  and  although  they  tolerated  him  and  they  accepted  him  being 
in  that  position,  they  never  really  changed  their  view  of  him.   So 
it  was  a  very  difficult  situation  for  Dr.  Keene. 

He  had  the  very  good  sense  to  place  a  lot  of  responsibility 
and  to  listen  to  the  counsel  of  Art  Weissman  and  Scott  Fleming. 
They  were  very  important  in  helping  Dr.  Keene  in  some  of  the 
decisions  he  made  and  some  of  the  processes  he  used. 

Tell  me  about  Art  Weissman  and  what  influence  he  would  have  had. 
He  was  mainly  a  statistician,  but  more  than  that,  I'm  sure. 

If  you're  going  to  put  a  tag  on  him,  he  was  more  of  a  medical 
economist,  although  that  wasn't  his  training  at  all.   Also,  as  a 
technician,  in  terms  of  developing  data,  he  was  superb  too.   But 
it  was  because  he  had  such  a  grasp  of  the  large  picture  —  and  he 
just  was  a  very  wise  man. 
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Chall:   I've  looked  at  some  of  the  other  interviews  to  see  how  others 

talked  about  him.   He  certainly  had  an  extraordinary  reputation 
among  everyone  we  interviewed.1 

Vohs :    Yes.   He  really  was  remarkable.   He  was  sort  of  our  academician  on 
site,  but  he  had  such  a  practical  understanding  of  things  and 
relationships  and  the  sensitivities.   He  was  a  remarkable 
individual. 

Chall:   So  he  was  an  influence,  you  think,  on  Dr.  Keene? 

Vohs:    Yes.   And  so  was  Scott  Fleming.   Scott  Fleming's  a  very,  very 
bright  man  as  I'm  sure  you  know. 

Chall:   Those  were  really  the  two  key  people  in  the  so-called  Central 
Office  at  that  time,  with  Dr.  Keene. 

Vohs:    Yes.   That's  correct.   At  one  point  in  time,  Dr.  Keene  named  Scott 
Fleming  the  associate  general  manager.   But  he  never  really 
functioned  in  that  capacity. 


Hiring  New  Staff 

Chall:   When  you  took  on  your  new  responsibilities,  did  you  bring  in  Mr, 
[Daniel]  Wagster  [Health  Plan  manager] I1 

Vohs:    Yes,  and  later  while  I  was  regional  manager  in  Southern 

California,  Mr.  [Carl]  Berner  [Health  Plan  manager]  too.   Mr. 
[Walter]  Palmer  [controller].2 

Chall:   Mr.  [Robert]  Krikorian  [controller]? 

Vohs:    Yes. 

Chall:   So  you  hired  Mr.  Wagster--where  had  he  been? 


'Several  interviewees  in  the  Kaiser  Permanente  oral  history  series 
spoke  about  Arthur  Weissman.   In  addition,  Richard  Anderson  spoke  of  Art 
Weissman  and  his  influence  among  his  colleagues  in  the  Central  Office.   Mr, 
Anderson's  taped  interview  is  available  in  The  Bancroft  Library  as 
supplementary  material  to  the  James  Vohs  oral  history. 

'Tapes  of  interviews  with  Daniel  Wagster  and  Walter  Palmer  are  in  The 
Bancroft  Library  as  supplementary  material  to  the  James  Vohs  oral  history. 
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Vohs:    He  had  been  with  Kaiser  Aluminum.   He  had  been  in  the  industrial 

relations  field.   I  didn't  know  him  well,  but  I  knew  of  him.   When 
I  moved  up  and  gave  up  the  position  of  Health  Plan  manager,  then  I 
felt  I  wanted  someone  that  had  that  kind  of  orientation  to  labor. 
I  just  thought  he  would  be  the  right  person  for  that.   So  I 
brought  him  in  at  that  time. 

Chall:   Then  he  went  to  northern  California  just  a  few  years  later. 

Vohs:    He  returned  again  to  southern  California,  though.   He  had  a  small 
dispute  with  Mr.  Steil,  so  I  brought  him  back  to  southern 
California. 

Chall:   In  what  capacity  then? 

Vohs:  As  associate  regional  manager.  Then  he  replaced  me  as  regional 
manager  when  I  moved  to  the  Central  Office. 

Chall:   Where  did  Mr.  Berner  come  from? 

Vohs:  He  came  from  Kaiser  Industries.  He  was  an  attorney  working  for 
Walter  Farrell,  who  was  in  charge  of  labor  relations  for  Kaiser 
Industries.  Carl  was  a  labor  attorney. 

Chall:   That's  where  you  felt  they  gained  the  background  needed  for  that 
position? 

Vohs:    Yes.   Now,  neither  one  of  them  had  extensive  managerial 

experience,  but  they  had  other  qualities,  I  thought,  that  would 
carry  them  through.   Of  course,  I  had  been  in  that  position,  so  I 
was  in  a  position  to  really  be  counsel  to  them  and  advise  them  and 
guide  them  until  they  gained  experience. 

Chall:   Mr.  Palmer  had  come  from—I've  forgotten  now  where  he  said  he  came 
from. 


Vohs:    He  spent  most  of  his  career  with  Kaiser  Steel.   Then  he  had  been 

with  an  organization  called  Kaiser  Metal  Products.   I've  forgotten 
just  exactly  the  organization  before  that,  but  Kaiser  Metal 
Products  went  out  of  business,  and  he  was  out  of  a  job.   I  heard 
about  him  because  Mr.  Wagster  had  worked  with  him  at  one  time.   So 
he  encouraged  me  to  see  Mr.  Palmer.   Mr.  Palmer  worked  in  northern 
California  for  just  a  few  months,  and  then  we  brought  him  down  to 
southern  California  as  our  controller. 

Chall:   But  then  he  went  back  to  the  Central  Office  with  you. 

Vohs:    That's  right.   When  Dr.  Keene  decided  he  needed  to  have  a 

controller  for  the  organization—we  had  regional  controllers,  but 
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when  he  decided  we  really  needed  a  strong  controller  and  financial 
man,  vice  president  of  finance  for  the  organization,  Karl  Steil 
and  I  were  the  ones  that  were  influential  in  having  him  select 
Walter. 

Chall:   And  Mr.  Krikorian- -where  did  he  come  from? 

Vohs :    He  worked  for  an  outside  firm  in  southern  California:  a  printing/ 
stationery  business,  or  something  like  that. 

Chall:   How  did  he  come  to  your  attention?   Do  you  remember? 

Vohs:    We  just  did  a  search.   We  had  a  search  organization,  and  they 
brought  up  some  different  candidates. 

Chall:   Actually  Kaiser  Permanente  was  relatively  small  at  that  point;  you 
couldn't  really  hire  too  many  people  from  within  who  had  these 
skills. 

Vohs:    That's  right.   Not  all  of  the  people  that  had  joined  Kaiser 

Permanente  in  the  early  years  were  able  as  a  group  to  grow  with 
it.   They  were  fine  employees,  et  cetera,  but  they  didn't  have  the 
capability  of  taking  on  these  broader  jobs.   We  needed  people  who 
had  more  breadth. 

Chall:   More  and  more  you  began  to  need  them. 

Vohs:    Yes. 

Chall:   You  continued  your  relationship  with  Dr.  Kay. 

Vohs:    Dr.  Kay  and  I  had  a  very  fine  relationship.   Did  you  know  he  just 
died  [January,  1997]? 

Chall:   No,  as  a  matter  of  fact,  I  didn't. 

Vohs:    He  died  about  three  weeks  ago.   He  passed  away  in  his  sleep. 

Chall:   He  must  have  been  in  his  eighties. 

Vohs:    Yes.   1  know  in  1969  he  was  sixty-five.   So  that  was  twenty-eight 
years  ago. 

Chall:   Was  there  a  rule  that  people  were  to  retire  from  Kaiser  at  sixty- 
five? 

Vohs:    When  he  retired  —  that  was  part  of  the  medical  group's  own  rules. 
He  could  stay  on  as  a  partner,  but  he  could  not  stay  as  the 
medical  director.   And  then  later,  I  think  retiring  physicians 


58 


even  had  to  give  up  their  partnership.   They  could  stay  on 
practicing  medicine,  but  they  couldn't  remain  as  a  partner, 
think  that  was  true  in  northern  California  too. 


The  Kaiser  Permanente  Committee  is  Organized,  1967 


Chall:   In  1967  the  Kaiser  Permanente  Committee  was  organized.   That  gave 
you  an  opportunity  that  you  hadn't  had  before  to  meet  the  few 
other  regional  directors  that  there  were  around.   You  already  knew 
Karl  Steil.   You  knew  Dr.  Saward? 

Vohs:    Oh,  yes.   Before  the  Kaiser  Permanente  Committee  was  started,  Dr. 
Keene  started  what  he  called  physician  forums.   I  know  that  the 
first  one  he  titled,  "Quo  Vadis?"  (Whither  Thou  Goest?)   We  met  in 
Cancel  [California] .   It  was  the  medical  directors  and  the 
regional  managers  of  the  four  regions  and  his  key  staff  people 
such  as  Weissman  and  Fleming.   We  met  to  discuss  the  issues  that 
the  program  was  facing  at  the  time.   There  were  a  lot  of 
opportunities  for  all  of  us  in  the  program  to  know  each  other. 
Hawaii  had  been  started  —  one  of  the  first  Health  Plan  managers  for 
Hawaii  had  worked  for  me  as  a  Health  Plan  representative  in 
southern  California.   So  we  all  knew  each  other.   I'm  sure  the 
history  of  the  development  of  the  Kaiser  Permanente  Committee  is 
probably  well-chronicled,  but  it  came  about  as  a  result  primarily 
of  requests  for  us  to  expand  to  other  regions  of  the  country. 
That  was  one  of  the  key  motivating  factors  for  it. 

Dr.  Kay  and  I  were  the  first  co-chairmen  of  the  Kaiser 
Permanente  Committee.   We  changed  chairmen  every  year,  and  he  and 
I  were  the  first  ones. 

Chall:  Was  it  always  a  co-chair? 

Vohs:  No.   That  was  the  only  time  it  was. 

Chall:  That  was  a  good  start  [laughter]. 

Vohs:  That  was  a  good  start. 


Extension  to  San  Diego,  1966 


Chall:   Nobody  could  feel  hurt.   But  in  1966,  soon  after  Walter  Palmer 

came  down  to  southern  California,  you  extended  to  San  Diego.   Can 
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you  tell  me  a  little  bit  about  that?   I  think  in  northern 
California,  many  years  before,  they  had  come  down  and  tried  to  set 
up  a  health  plan  in  San  Diego. 

Vohs  :    They  had  kind  of  an  aborted  attempt  to  start  in  San  Diego. 
Chall:   But  that  would  have  been  dif  ferent--this  was  truly  an  extension. 

Vohs:    We  were  absorbing  an  independent  program,  the  San  Diego  Health 

Association,  that  had  been  in  San  Diego  for  some  time.   And,  as  a 
matter  of  fact,  the  individual  who  was  the  head  of  that 
organization  was  Fred  Tennant,  who  had  been  regional  manager  in 
northern  California.   I  had  worked  for  Fred  Tennant  when  I  was  in 
employee  relations  in  northern  California  when  he  was  with  Kaiser 
Industries  —  this  was  long  before  he  became  regional  manager  there. 
He  had  been  given  the  assignment  of  the  labor  relations  and 
industrial  relations  or  employee  relations  for  all  of  Health 
Plan/Hospitals--as  well  as  some  of  the  other  Kaiser  companies:  the 
shipping  company  and  a  few  others.   I  worked  directly  for  Fred,  so 
I  knew  him  well.   He  called  me  when  he  saw  that  the  San  Diego 
Health  Association—it  was  originally  called  the  Complete  Service 
Bureau—was  in  trouble. 


Vohs:    So,  Fred  Tennant  at  the  San  Diego  Health  Association  contacted  me 
--in  fact,  I  think  we  ran  into  each  other  at  a  conference.   He 
indicated  that  they  were  having  some  real  difficulties  and  thought 
there  might  be  value  for  both  organizations  if  we  joined  together. 
We  eventually  worked  it  out. 

He  and  I  began  those  negotiations.   It  turned  out  that  that 
fall  (1966)  I  went  back  to  the  Advanced  Management  Program  at 
Harvard,  and  Dan  Wagster  was  the  acting  regional  manager.   The 
finalization  of  that  acquisition  occurred  while  I  was  at  Harvard. 

Chall:   Did  Tennant  remain? 
Vohs:    No,  he  did  not. 

Chall:   So  then  you  had  to  pick  staff.   Well,  of  course  a  medical 
director  —  Ray  Kay  probably  had  to  pick  him. 

Vohs:    Yes,  he  had  to  be  part  of  it.   He  was  a  key  part  of  it,  and  the 
whole  thing  had  to  be  approved  by  the  Southern  California 
Permanente  Medical  Group.   We  did  it  as  a  partnership,  a  joint 
decision.   There  was  some  controversy  about  it.   We  sent  down  the 
medical  director  from  our  Harbor  City  Medical  Center  to  be  the 
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medical  director.   I  sent  down  an  individual  to  be  the 
administrator  of  that  area. 

We  did  a  detailed,  comprehensive  count  of  the  membership. 
When  we  took  over  the  plan  we  thought  there  were  29,000  members, 
but  when  we  went  through  and  culled  it  out,  we  found  we  really 
only  had  20,000  members.   But  it  turned  out  to  be  one  of  our  most 
successful  expansions.   We  eventually  had  to  replace  a  lot  of  the 
physicians  that  were  there.   But  we  ended  up  with  a  very  fine 
group  of  physicians  and  have  really  done  extremely  well.   It's 
been  a  great  success.1 

Denver,  Colorado:  Creating  a  New  Region,  1969 

Chall:   Did  that  experience  give  you  some  ideas  about  how  to  expand  when 
you  went  to  Denver,  for  example?   Was  it  a  learning  experience  in 
terms  of  moving  farther  out  which  you  did  shortly  thereafter? 

Vohs:    The  key  difference  there  was  that  we  were  taking  over  a  plan  in  San 
Diego  where  in  Denver  we  were  establishing  a  plan  from  scratch. 
Denver  was  the  first  one  since  Hawaii,  which  Mr.  Kaiser  created. 

Chall:   He  was  in  charge  of  Hawaii. 

Vohs:    In  a  way.   So  it  was  our  first  experience  in  starting  from  scratch  and 
without  a  hospital,  of  course.   It  was  an  experiment  all  by  itself. 

Chall:   You  worked,  I  think,  with  Dr.  Kay  on  the  early  studies  in  Denver. 

Vohs:    Yes.   Well,  Karl  Steil  did  the  early  studies  at  Denver.   At  the 

same  time  we  were  looking  at  taking  over  a  plan  in  Cleveland.   So 
he  spent  his  time  looking  at  Cleveland,  and  Ray  Kay  and  I  took  on 
Denver.   The  Kaiser  Permanente  Committee  decided  that  northern 
California  would  sponsor  and  be  responsible  for  Cleveland  and 
southern  California  would  be  the  sponsor  and  support  the  expansion 
to  Denver.   Dr.  Kay  and  I  were  the  ones  that  did  that  expansion. 

Chall:   How  did  you  think  about  that,  particularly  that  it  had  no 
hospital?  Was  that  a  concern  to  either  of  you? 

Vohs:    A  great  concern.   Dr.  Kay  and  I  spent  a  lot  of  time  meeting  with 
physicians,  and  then  John  Boardman,  who  was  working  for  me  in 
southern  California—and  who  I  had  designated  to  head  up  the 
Denver  region  if  we  did  expand  there—he  and  I  spent  a  lot  of 


'See  interviews  with  Harry  Shragg  and  Scott  Fleming  in  the  Kaiser 
series.  Other  interviewees  discussed  the  earlier  aborted  plan  of  some 
northern  California  physicians  to  move  to  San  Diego. 
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time  visiting  most  of  the  major  hospitals  and  meeting  with  medical 
staffs  and  talking  to  them.   We  encountered  a  great  deal  of 
hostility  toward  Kaiser  Permanente.   About  the  time  that  we  were 
doing  our  exploration  we  were  getting  requests  to  bring  Kaiser 
Permanente  to  Denver—there  were  some  key  people  in  labor  there 
that  wanted  us  to  come  to  Denver  and  set  up  our  program--!  got  a 
call  from  Sister  Mary  Andrew,  the  nun  who  was  the  administrator  of 
St.  Joseph's  Hospital.   She  said  that  she  thought  it  would  be  good 
if  we  came  to  Denver,  and  that  they  would  like  to  be  the  hospital 
to  provide  hospital  services. 

We  initially  focused  on  going  to  St.  Joseph's.   She  was  a  real 
strong  leader,  and  she  was  willing  to  take  on  her  medical  staff 
and  the  rest  of  the  hospital  groups  in  Denver  because  she  saw  that 
this  was  the  way  that  medicine  was  going  and  she  wanted  to  be  a 
part  of  it.   She  was  very  important  and  very  helpful  to  us. 

She  met  with  the  medical  staff,  and  at  first  the  medical  staff 
was  very  hostile.   She  worked  very  hard  to  convince  them  to  allow 
us  to  come  there  and  use  their  hospital.   But  then  they  insisted 
that  Kaiser  make  arrangements  with  other  Denver  hospitals.   They 
didn't  want  to  be  the  medical  staff  that  was  responsible  for 
bringing  these  terrible  people  to  town. 

So  then  John  and  I  met  with  the  hospital  administrators  and 
medical  staffs  at  a  number  of  other  hospitals.   We  ran  into 
incredible  hostility.   But  we  went  back  to  St.  Joseph's,  and  they 
finally  —  in  an  almost  all-night  meeting  of  the  medical  staff 
leadership  —  decided  that  they  would  allow  us  to  contract  with  St. 
Joseph's.   But  we  were  still  concerned  because  we  were  so 
vulnerable.   If  the  medical  staff  wouldn't  accept  some  of  our 
physicians  and  allow  them  privileges  at  the  hospital,  we  could  be 
in  real  trouble.   What  we  had  going  for  us  though  was  a  key  Denver 
physician  who  was  interested  in  forming  a  medical  group.   A 
physician  had  called  Dr.  Kay,  who  said  he  had  heard  that  we  might 
be  interested  in  starting  our  plan  in  Denver,  and  that  he  would 
like  to  be  a  part  of  it. 

Chall:   Was  that  Dr.  Reimers  who  broke  the  ice?1 

Vohs:    Well,  he  was  a  respected  surgeon  and  a  key  leader  in  the  medical 
society  in  Denver.   He  really  had  tired  of  practicing  medicine. 
Yet,  he  still  wanted  to  stay  in  medicine,  but  he  wanted  to  do 
something  more  than  just  seeing  patients.   He  had  been  active  in 
Blue  Shield  and  in  other  efforts  to  organize  services  more 


;See  interview  with  Wilbur  Reimers  in  the  Kaiser  series.   Other 
interviewees  in  the  series  discuss  Denver. 
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effectively.   He  was  key.   He  enlisted  a  pediatrician  and  an 
obstetrician  that  were  very  highly  regarded.   So  we  had  three  very 
highly  respected  physicians,  who  formed  the  initial  medical  group, 
and  that  was  helpful. 

We  also  arrived  in  Denver  at  a  time  when  the  leader  of  the 
medical  society  was  more  open  to  alternative  forms  of  organized 
systems  than  perhaps  at  any  other  time.   He  wasn't  that  open,  but 
we  met  with  him,  and  we  were  very  candid:  none  of  our  activity  was 
clandestine  or  anything  else.   We  went  to  Denver  and  saw  and 
talked  to  everybody.   We  met  with  the  president  of  the  society  and 
he  said  to  us,  "As  long  as  you  don't  try  to  divide  us,  that's 
fine.   You  just  go  about  your  business."   He  wasn't  going  to  help 
us  or  support  us,  but  he  didn't  oppose  us,  and  that  was 
encouraging . 

That's  how  we  started.   We  made  arrangements  with  the  hospital 
we  wanted,  we  recruited  the  physician  leadership,  and  then  we 
brought  in  some  key  administrative  personnel.   I  transferred  five 
people  from  southern  California  over  there  into  the  key  positions, 
with  John  Boardman's  leadership  as  regional  manager  and  Dr. 
Reimers,  and  we  started  the  program. 

Chall:   Dr.  Reimers  became  medical  director? 

Vohs:    Yes.   He  had  reporting  responsibilities  to  Dr.  Kay  because  at  the 
time  the  Permanente  Medical  Group  took  the  position  that  if  we're 
going  to  expand,  they  are  going  to  be  concerned  about  the  quality 
of  the  medical  groups  that  are  in  these  new  regions,  and  wanted  to 
have  a  role  in  who  those  physicians  are  and  how  they  operate 
because  they're  going  to  carry  the  Permanente  name.   They  insisted 
on  having  a  continuing  role.   For  maybe  two  years  Dr.  Kay  had  an 
oversight  role  with  Dr.  Reimers.   But  again,  because  of  Dr.  Kay's 
personality,  that  was  hard  on  Dr.  Reimers.   Eventually,  he  just 
said  that  he  was  going  to  run  it.   Everybody  was  satisfied  with 
the  quality  care  of  the  physicians  that  we  had. 

Chall:   So  it  was  always  a  unique  part  of  Kaiser  Permanente  to  have 
Denver,  without  its  own  hospital. 

Vohs:    Yes. 

Chall:   And  it's  only  been  within--well,  you  took  another  number  of  years, 
maybe--twenty  almost—before  you  did  it  again. 

Vohs:    That's  right. 

Chall:   We'll  go  into  that  later. 
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Vohs :    At  the  same  time  this  was  going  on--in  fact,  just  slightly 

earlier—Cleveland  was  about  six  months  or  so  ahead  of  us,  in  our 
going  to  Cleveland,  and  Karl  Steil  had  responsibility  for  that 
expansion. 

Chall:   And  Dr.  Cutting  was  there.   There  was  a  hospital  already  set  up. 

Vohs:    A  hospital  and  medical  group,  part  of  the  Cleveland  Community 

Health  Plan.   Dr.  Saward  and  Avram  Yedidia  were  very  key  in  the 
organization  of  that  program  as  it  was  being  formed  in  Cleveland.1 
It  was  formed  in  our  replica.   It  was  a  replica  of  Kaiser 
Permanente,  with  the  same  guiding  principles  that  we  had. 

Chall:   It  wasn't  that  unique,  although  it  was  an  experience  to  see  how  it 
was  going  to  work  out. 

Vohs:    We  didn't  provide  good  leadership  when  we  went  there,  and  it 
became  a  real  problem. 

Chall:   How  did  it  happen  that  you  didn't  provide  good  leadership? 

Vohs:    First  of  all,  the  medical  director  that  was  there  when  we  arrived 
was  weak.   There  wasn't  strong  leadership  in  the  medical  group. 
The  individuals  that  Karl  transferred  there  were  not  really  the 
cream  of  our  management.   So  we  had  some  real  problems.   That's 
probably  one  of  the  reasons  I  was  appointed  executive  vice 
president  and  that  position  was  established  —  because  of  the  losses 
that  we  were  incurring  in  Cleveland. 

Chall:   What  did  it  mean  to  put  you  into  that  position  as  executive  vice 
president? 

Vohs:    To  then  have  responsibility  for  managing  all  of  the  regions. 

Taking  it  away  from  Mr.  Steil  in  northern  California  and  taking  it 
away  from—it  centralized  the  management  of  the  regions.   Before 
that,  all  the  regional  managers  had  reported  to  Dr.  Keene. 

Chall:   So  it  really  centralized  that  particular  aspect  of  the 
partnership . 

Vohs:    Yes. 


!See  interviews  with  Ernest  Saward  and  Avrara  Yedidia  in  the  Kaiser 
series . 


Chall:   And  then  did  you  have  the  job  of  turning  Cleveland  around? 
Vohs:    Yes,  that's  right. 
Chall:   And  you  did  what? 

Vohs:    I  probably  went  to  Cleveland  about  every  two  or  three  weeks, 

negotiated  a  new  contract  with  the  medical  group,  brought  in  new 
managers,  cleaned  out  some  of  the  other  managers.   It  took  a  long 
time  but  we  eventually  got  it  going.   We  were  having  losses  in 
Denver,  as  you  would  expect  at  any  startup,  but  they  were  all 
within  our  projections  exactly,  so  we  were  really  on  top  of  it. 
The  membership  growth  was  somewhat  slower  than  what  some  people 
had  projected,  but  overall—we  had  to  keep  a  lot  of  pressure  on  to 
manage  it  correctly  and  efficiently  and  effectively. 

Chall:   But  you  had  good  managers  there. 
Vohs:    Yes,  excellent  managers. 

Chall:   In  terms  of  Cleveland,  were  they  not  expanding  as  well  as  you 
would  have  expected?   Or  were  the  financial  arrangements 
incorrect?   Was  everything  not  working? 

Vohs:    Just  things  weren't  working.   Shortly  after  Kaiser  took  over,  we 
converted  an  extended  care  facility  into  an  acute  hospital.   The 
plan  needed  its  own  hospital;  there  were  difficulties  in  terms  of 
the  time  that  physicians  had  to  spend  on  staffs  of  the  other 
hospitals  that  they  were  using  in  Cleveland.   So  they  decided  to 
have  their  own  hospital.   It  was  a  small  facility  and  wasn't 
particularly  attractive.   Eventually  we  lost  all  of  the  key 
managers  that  were  there  when  we  took  the  plan  over,  and  there 
were  some  very  good  ones. 

Chall:   They  just  left? 

Vohs:    They  left.   Five  of  them  ended  up  as  presidents  or  heads  of  other 
group  practice  plans  around  the  country.   Bob  Biblo  was  there;  he 
became  president  of  HIP  [Health  Insurance  Plan  of  Greater  New 
York].   We  lost  some  very  good  people. 

Chall:  Right  in  that  early  stage? 

Vohs:  Yes. 

Chall:  How  long  did  it  take  you  to  clean  that  up? 

Vohs:  I've  forgotten.   It  took  quite  a  while  [chuckle]. 
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Chall:   It  was  after  you  became  —  it  was  1970  or  so  when  you  went  to-- 

Vohs:    It  was  November  of  '70  that  I  was  elected  to  the  board  and 

appointed.   I  took  over  in  January,  and  I  eventually  moved  to 
Oakland  in  January  of  '71. 

Chall:   I  think  we'd  better  stop. 

Vohs:    Yes,  that's  a  good  place  to  stop. 
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IV   THE  CENTRAL  OFFICE,  1971-1992:  RISE  IN  MANAGEMENT  TO 
PRESIDENT,  CEO,  AND  CHAIRMAN 


[Interview  3:  March  27,  1997] 


Executive  Vice  President  and  Manager  of  Operations,  1971-1994 


The  Ohio  Region  (continued) 


Chall:   When  we  left  off  last  time,  I  think  you  were  telling  me  about 

difficulties  of  getting  Cleveland  organized.   One  thing  that  Dr. 
Packer  has  said  in  his  own  oral  history  was  that  you  had  had  a 
disagreement  early  regarding  the  replacement  of  Ron  Wyatt  as 
regional  manager  and  the  appointment  of  John  Capener.1 

Vohs:    Yes. 

Chall:   He  said  that  you  made  the  changes,  and  then  you  called  him,  and  he 
didn't  think  that  represented  the  recognition  of  the  joint 
management  principle.   But  then,  later  with  the  replacement  of 
Capener,  you  did  contact  Dr.  Packer  and  he  was  allowed  to 
participate  in  the  final  choice.   However,  he  said  that  he  always 
felt  that  you  believed  strongly  in  joint  management,  more  so  than 
many  other  members  of  the  Kaiser  Permanente  Committee.   Can  you 
tell  me  a  little  bit  more  about  that? 

Vohs:    Okay.   I  don't  recall  exactly,  Malca,  where  we  left  off  last  time, 
but  1  think  we  probably  left  off  at  the  point  where  I  was  given 
responsibility  for  the  Ohio  Region  when  I  was  made  executive  vice 
president  and  manager  of  operations.   I  think  I  may  have  mentioned 
at  that  time  that  one  of  the  reasons  for  my  being  moved  into  that 
role  as  executive  vice  president  and  manager  of  operations  was 
because  of  the  financial  problems  that  we  were  having  in  Ohio.   It 


'See  interview  with  Sam  Packer  and  other  interviews  in  the  Kaiser 
series . 
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was  characterized  by  the  treasurer  of  the  organization  at  that 

time  as  really  having  a  great  loss  of  revenues--!  think  he  termed 

it  "hemorrhaging. "   "The  blood  was  flowing,"  or  something  like 
that,  was  the  way  he  said  it. 

At  the  same  time  that  we  expanded  to  Cleveland  we  had  expanded 
to  Denver.   The  Denver  operation  was  going  much  smoother.   Of 
course,  we  had  projected  some  deficits  there,  as  you  would  expect 
in  a  startup,  but  they  were  within  our  projections  and  we  felt 
very  good  about  it.   But  Cleveland,  we  were  having  a  serious 
problem  there.   That  was  part  of  the  reason  I  was  selected  to  be 
responsible  for  managing  all  of  our  regions. 

Chall:   Was  this  a  new  position,  this  management  of  operations? 

Vohs:    Yes. 

Chall:   It  became  more  important  as  time  went  on,  didn't  it? 

Vohs:    Again,  I  may  have  mentioned  that  Dr.  Keene  did  not  come  from  a 

strong  managerial  background.   He  was  a  physician,  he  was  a  very 
fine  surgeon,  a  very  good  doctor,  but  he  did  not  have  a  background 
in  management.   As  a  matter  of  fact,  when  he  was  appointed  general 
manager  —  and  that  was  the  title  they  had  at  the  time  that  he  was 
given  responsibility  —  he  took  a  course  in  accounting.   He  just 
really  didn't  have  the  background.   With  some  problems  as  we 
expanded  from  four  to  six  regions,  with  the  financial  problems  in 
Ohio,  the  decision  was  made  that  they  needed  to  have  somebody  who 
could  manage  the  regions  and  give  closer  oversight  to  them.   That 
was  why  I  was  appointed. 

We  did  have  problems  in  Ohio,  and  I  had  concerns  when  Ron 
Wyatt  was  originally  appointed  to  be  the  regional  manager  there, 
because  he  came  out  of  a  hospital  administration  background.   He 
was  a  hospital  administrator  by  training  and  he  had  not  had 
experience  in  managing  a  region  or  the  broader  management  of  a 
health  plan  or  the  medical  part  of  it.   In  spite  of  that,  he  was  a 
good  manager,  even  though  he  didn't  have  the  broader  experience. 
I  felt  that  we  had  gotten  to  a  point  in  Cleveland  where  it  was 
appropriate  to  make  a  change  and  bring  in  somebody  with  a 
financial  background.   Because  of  the  financial  problems,  John 
Capener  seemed  to  me  to  be  a  good  choice  for  that  job.   Now  he  did 
not  have  experience  either  in  running  a  health  plan  or  running  a 
hospital  or  medical  facilities.   But  he  had  been  with  the  program 
for  many,  many  years  and  had  a  good  overview  of  how  the  program 
needed  to  operate.   So  I  did  bring  him  in,  and  I  do  recall  the 
conflict  that  I  had  with  Sam.   I  probably  could  have  handled  the 
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change  a  little  better  and  communicated  more  with  Sam  before  I 
made  the  change. 

I  did  really  believe  in  joint  management.   One  of  the 
principles  that  we  operated  under,  the  concept  of  joint  management 
between  the  physicians  and  the  Kaiser  professional  managers,  was 
that  we  each  had  a  voice  in  the  selection  of  key  personnel.   I 
really  did  believe  in  it,  but  probably  violated  it  and  shouldn't 
have.   As  it  turned  out,  the  relationship  between  Sam  Packer  and 
John  Capener  worked  out  very  well.   I  think  Sam  was  very  pleased 
with  John  as  his  partner  there  to  jointly  manage  the  region.   But 
yes,  I  probably  could  have  done  differently. 


Later,  did  you  put  somebody  in  the  place  of  John  Capener? 
what  I  understood  him  to  say? 


Is  that 


Chall: 


Yes,  and  of  course  that  went  more  smoothly.   By  the  time  John 
Capener  got  there  and  we  made  a  few  other  changes,  the  region 
became  more  stable,  but  it  was  always  a  struggle.   It  was  never 
easy,  but  we  cut  off  the  large  losses  of  revenue  and  put  it  on  a 
paying  basis. 

When  you  say  it  was  never  easy,  does  that  mean  all  through  your 
next  twenty-some  years?   It  was  always  a  difficult  one? 

Yes.   It  was  always  a  difficult  region. 
What  made  that  happen? 

It's  hard  to  say.   Part  of  it  is  that  different  sections  of  the 
country  respond  differently  to  what  would  be  considered  new  forms 
of  providing  health  care  benefits.   Cleveland  was  just  a  tough 
area.   Part  of  it  is  the  demography,  part  of  it  is  the  geography. 
You  have  a  river  that  cuts  through  and  divides  Cleveland.   People 
on  the  west  side  don't  like  to  go  to  the  east  side.   But  they're 
more  willing  to  go  to  the  east  side  than  the  people  on  the  east 
side  are  to  go  to  the  west  side.   People  on  the  east  side  will  not 
go  to  the  west  side.   So  if  you  only  have  one  hospital,  and  it's 
on  the  west  side,  which  was  our  situation,  it's  a  problem.   We 
ended  up  with  two  hospitals  finally,  one  on  each  side  of  the 
river,  but  they  were  small  and  weren't  very  cost  effective. 

We  had  those  problems  and,  quite  frankly,  we  had  problems  with 
the  medical  group  and  the  quality  of  the  medical  group.   That  has 
been  a  continuing  problem. 

You  had  three,  also  that  very  large  Cleveland  Clinic.   A 
tremendous  place.   I'm  sure  that  many  specialists  were  in  there. 
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Vohs:   Well,  that's  right.   We  also  had  a  problem  with  the  quality  of  the 
physicians  that  we  had  in  Ohio.   The  original,  key  physicians  came 
out  of  Case  Western  University,  were  well  trained,  and  were  very 
good.   But  some  of  the  other  physicians  that  they  brought  into  the 
group  at  that  time  were  marginal,  partly  because  of  the  difficulty 
of  attracting  physicians  into  this  new  idea  of  prepaid  group 
practice,  a  relatively  unknown  cnocept  at  that  time  in  the 
Midwest.   It  may  be  they  didn't  have  the  opportunity  to  recruit 
the  brightest  and  the  best.   As  a  result  we  always  had  some 
quality  of  care  problems  there.   Unfortunately,  it  stayed  with  us 
for  a  long,  long  time. 

Chall:   So  it  was  always  a  problem. 
Vohs:    Yes,  it  was. 


Responsibility  for  the  Functioning  of  All  Regions 


Chall:  In  1973,  when  you  were  still  manager  of  operations,  you  asked  Mr. 
Fleming  to  go  to  Oregon—at  least  that's  what  I  understood  him  to 
say.  Does  that  mean  that  you  did  have  the  authority  to  make  some 
decisions  about  regions? 

Vohs:    Oh,  yes.   As  far  as  the  Health  Plan  and  Hospital  side,  yes,  I  had 
the  responsibility  to  make  whatever  changes  that  I  felt  were 
necessary.   As  a  matter  of  fact  your  question  here  about  other 
responsibilities  and  concerns  with  other  regions  brings  up  concern 
about  Hawaii.   Hawaii  was  not  growing  very  rapidly,  was  always 
marginal  financially,  and  part  of  the  reason  for  making  the  change 
in  Ohio  was  to  move  Ron  Wyatt  to  Hawaii.   I  felt  we  needed  to  have 
a  change  in  Ohio,  but  we  also  needed  to  have  a  change  in  Hawaii. 
The  fellow  who  was  regional  manager  there  had  been  there  for  some 
time,  I  just  didn't  think  that  he  had  the  managerial  skills  that 
we  needed  there.   So  we  transferred  Ron  Wyatt  to  Hawaii. 


The  Oregon  Region 


Vohs:    We  also  were  having  some  problems  in  the  Oregon  Region.   I  don't 
know  to  what  degree  we  talked  about  Dr.  Saward,  who  was 
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practically  the  founder  of  the  Oregon  Region.1  While  we've  always 
believed  in  joint  management  between  the  medical  group  and  the 
Health  Plan  and  Hospitals,  Dr.  Saward  was  such  a  powerful  leader 
and  manager  that  he  ran  the  region.   There  was  just  no  question 
about  it,  and  the  regional  manager  there  was  mostly  an 
administrative  assistant  to  him. 

So  when  Dr.  Saward  decided  to  leave—he  was  going  to  the 
University  of  Rochester—he  selected  as  his  replacement  a 
physician  who  was  highly  regarded  as  a  surgeon  and  as  a  very  fine 
human  being.   But  he  was  not  a  manager  and  he  was  not  a  leader. 
He  was  a  very  quiet,  withdrawn  individual.   As  a  result  the 
medical  group  in  Oregon  became  a  little  out  of  control.   We  had 
some  serious  problems  with  the  medical  group,  and  then  not  having 
a  strong  regional  manager  just  added  to  the  problems.   I  spent  a 
lot  of  time  going  to  Oregon  and  negotiating  directly  with  the 
medical  group  there.   I  had  to  do  that  originally  in  Ohio  also.   I 
didn't  see  that  as  my  role,  but  until  we  had  regional  managers  in 
place  that  I  thought  were  more  capable,  I  did  that. 

When  Scott  Fleming,  who  had  taken  a  leave  to  go  to  Washington 
to  be  a  deputy  assistant  secretary  for  health  policy  in  HEW 
[Health,  Education,  and  Welfare],  had  spent  two  years  there,  he 
was  ready  to  return  to  Kaiser.   We  had  replaced  him  in  his 
previous  role  as  general  counsel  with  Bob  Erickson.   I  really 
wanted  to  have  Scott  back  in  the  organization,  but  1  didn't  see  a 
place  in  the  Central  Office  for  him  at  that  time. 

Scott  had  always  wanted  to  be  a  manager.   In  fact,  at  one 
time--I  may  have  mentioned  this  in  one  of  our  earlier 
conversations--Dr .  Keene  had  appointed  him  associate  general 
manager  for  the  whole  program.   In  any  event,  I  thought  that  this 
might  be  the  opportunity  for  a  place  for  Scott,  to  put  him  in  that 
managerial  position. 

How  did  it  work  out? 

It  worked  out  okay,  but  Scott  is  a  better  staff  man  than  he  is  a 
line  manager.   I  have  nothing  but  respect  for  Scott.   He's  one  of 
the  brightest,  most  articulate  individuals  that  I've  ever  known. 
He's  a  brilliant,  brilliant  attorney.   A  brilliant  individual. 
But  I  don't  think  managing  is  his  forte.   Not  that  he  did  a  bad 
job;  I  don't  mean  that.   It  really  wasn't  his  strength.   At  an 
appropriate  time  after  he  had  been  there  several  years,  and  I  saw 


'See  interviews  with  Ernest  Saward,  Scott  Fleming,  and  Berniece  Oswald 
in  the  Kaiser  series. 
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a  role  for  him  in  the  Central  Office,  I  transferred  him  back  into 
the  Central  Office. 

Now  who  was  the  manager  whom  he  replaced  up  there  in  Oregon? 

Sam  Hufford.   Sam  Hufford  had  been  there  for  years.   I  think  Sam 
started  out  as  an  ambulance  driver  in  the  Kaiser  Portland 
shipyards.   He  had  just  gradually  moved  up.   I  think  it  was  a  case 
of  his  moving  into  and  being  promoted  into  positions  really  beyond 
his  skills.   But  it  worked  as  long  as  Dr.  Saward  was  there.   As 
soon  as  Dr.  Saward  left,  the  real  leadership  of  the  region  left. 
So  we  had  a  problem.   Scott  came  in  and  filled  in  for  him. 
Eventually,  Dr.  [Lewis]  Hughes,  who  replaced  Dr.  Saward,  stepped 
down.   We  brought  in  a  physician  from  southern  Calif ornia--Dr. 
Marvin  Goldberg--to  replace  Dr.  Hughes. 

Did  Dr.  Hughes  then  go  back  to  medicine? 

Yes,  he  did.   Marvin  Goldberg  was  a  physician  I  had  known  for 
many,  many  years.   In  fact  he  took  care  of  my  own  children—he  was 
a  pediatrician—when  I  lived  in  southern  California.   He  had  moved 
to  San  Diego  to  be  the  physician  in  chief  in  San  Diego  when  we 
took  over  the  San  Diego  Health  Association.   He  had  good 
experience  in  managing  a  group  of  physicians,  coming  from  a  very 
fine  program  in  San  Diego.   I  was  able  to  work  with  the  medical 
directors  of  the  other  regions  to  have  him  appointed  medical 
director  in  Oregon.   I  couldn't  do  that  myself;  that  had  to  be  the 
choice  of  the  medical  directors  and  the  physicians  in  Oregon.   But 
they  all  agreed.   Dr.  Goldberg  went  there  and  provided  good, 
strong  leadership  in  the  medical  group  there. 

How  did  you  work  this  out  with  the  medical  group  since  they're 
supposed  to  make  the  decision?   You  throw  a  name  out  and  see  how 
it  works? 

Once  Dr.  Hughes  decided  to  step  down,  then  I  went  to  the  other 
medical  directors  and  said,  "We  really  need  somebody  with 
experience  in  our  program,  managerial  experience  and  leadership 
experience,  and  I  don't  see  anyone  capable  in  the  Oregon  Region. 
I'd  be  open  to  some  candidates,  and  by  the  way,  a  person  you  might 
think  about  would  be  Dr.  Goldberg."  Dr.  Goldberg  was  willing. 
Then  of  course  he  had  to  go  to  Oregon  and  be  approved  by  the 
physicians  there." 

It  takes  careful  work,  doesn't  it? 
Right. 
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Chall: 

Vohs: 

Chall ; 

Vohs: 


During  this  period  you  really  are  under  the  direction  of  Dr. 
Keene,  aren't  you? 

Yes. 

Did  you  discuss  all  these  changes  that  you  were  making  with  him, 
or  did  he  just  allow  you  to  go  ahead? 

He  gave  me  a  lot  of  freedom.   These  were  areas  which  I  think  he 
had  been  very  concerned  about.   I  think  he  felt  very  comfortable 
in  letting  me  take  it  on.   I  think  he  had  a  respect  for  my 
managerial  skills.   I  think  he  was  comfortable  in  letting  me  do 
that.   I  obviously  conferred  with  him,  but  most  of  the  time  what  I 
wanted  to  do  was  what  we  did. 


Chall:   You  would  then  be  also  working  with  other  people  in  the  Central 
Office,  particularly  with  respect  to  finance. 

Vohs:    In  all  aspects.   Again,  I  think  people  in  the  Central  Office  took 
advantage  of  my  background  and  experience  in  managing.   So  in  the 
issues  that  dealt  with  regions,  they  always  came  to  me  and  over 
time  really  worked  almost  as  my  staff,  even  though  they  reported 
to  Dr.  Keene. 


Excellent  Personnel  in  the  Central  Office 


Chall:   You  would  have  needed  them.   I  understand  that  Dr.  Keene, 

realizing  that  he  had  less  experience  in  managing—particularly 
Kaiser  Permanente--hired  very  capable  people. 

Vohs:    Some  of  them  were  there  already,  certainly  two  of  the  most 

important  people  in  the  history  of  Kaiser  Permanente  and  of  the 
program  are  Scott  Fleming  and  Art  Weissman.   They  had  a  great  deal 
of  influence  on  Dr.  Keene.   They  were  absolutely  first-rate.   The 
fact  that  Dr.  Keene  recognized  that  and  listened  to  them  was  a 
very  important  part  of  his  leadership. 

Chall:   I  guess  by  that  time  Robert  Erickson  was  there  too.1 

Vohs:    Yes.   Scott  Fleming  brought  Bob  Erickson  into  the  program,  and  Bob 
is  also  one  of  the  most  important  people  we've  ever  had  in  the 


'Taped  interview  with  Robert  Erickson  is  available  in  The  Bancroft 
Library  as  supplementary  material  to  the  James  Vohs  oral  history. 
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program.   Dr.  Keene's  appointment  of  Bob  Erickson  to  replace  Scott 
as  general  counsel  when  Scott  went  to  Washington  was  an  excellent 
decision. 


More  on  Regional  Management 

Chall:   What  else  can  you  tell  me  about  the  manager  of  operations? 

Vohs :    At  that  time,  Karl  Steil  was  the  regional  manager  in  northern 

California,  and  Dan  Wagster  had  replaced  me  as  regional  manager  in 
southern  California.   Of  course,  I  had  worked  for  Karl,  first  when 
I  was  Health  Plan  manager  and  he  was  regional  manager  in  southern 
California  and  then  when  he  had  responsibility  for  both  regions. 
So  in  a  way  I  was  skipped  over  him,  promoted  over  him.   It  was 
kind  of  an  awkward  situation.   But  I  believed  so  strongly  in  the 
concept  of  regional  autonomy,  independence  of  the  regions,  and 
leaving  the  regions  alone  if  they  had  strong,  capable  leaders.   So 
I  managed  in  a  style  where  1  didn't  interfere  a  lot  as  long  as  the 
region  was  performing  well.   I  gave  those  regional  managers  a  lot 
of  room  to  operate. 

Chall:   It  was  really  just  a  few  of  the  regions  —  Ohio,  Denver,  Hawaii,  and 
Oregon  that  you  were  most  concerned  with. 

Vohs:    Yes,  because  it  was  very  clear  to  me  from  the  beginning  that  we 
needed  to  strengthen  the  management  in  those  regions,  and  it  was 
just  going  to  be  a  matter  of  time  before  I  made  changes.   Denver 
had  very  good  leadership  with  John  Boardman.   I  had  been  assigned 
responsibility  for  starting  the  Denver  Region,  along  with  Dr.  Ray 
Kay,  so  I  put  John  Boardman  there.   I  think  I  mentioned  we  placed 
five  of  our  best  managers  from  southern  California  there,  which 
was  different  than  what  Karl  Steil  did  when  he  took  on  the 
responsibility  of  Cleveland.   He  moved  some  personnel  there  that 
were  problems  in  northern  California.   Quite  often  Karl  solved  a 
problem  with  a  problem.   We  lost  all  the  good  leaders  that  were  in 
the  Ohio  plan  when  we  took  it  over.   I  think  I  may  have  mentioned 
that  five  of  them  went  on  to  run  plans  themselves,  including  the 
Health  Insurance  Plan  of  Greater  New  York  [HIP] .   When  Bob  Biblo 
left  Cleveland  he  went  to  Boston  and  ran  the  Harvard  Community 
Health  Plan.   He  went  on  to  run  HIP.   Several  of  the  other 
Cleveland  managers  left  to  run  their  own  plans. 


Possible  Merger  with  the  Health  Insurance  Plan  of  Greater  New 
York  (HIP) 


Chall:  You  put  Bob  Biblo  in  some  other  place,  didn't  you?  Mr.  Erickson 
told  me  when  I  talked  to  him  that  you  had  put  Bob  Biblo  into  one 
of  the  regions. 

Vohs:    He  eventually  joined  us.   I  tried  to  hire  Bob  at  one  point  in 

time,  and  he  almost  agreed  to  it,  but  then  his  wife,  who  was  an 
attorney,  decided  it  was  not  a  good  time  for  her  to  move.   So  he 
changed  his  mind.   Actually,  I  wanted  him  in  a  very,  very  key 
position.   I  had  worked  very  closely  with  Bob  when  we  tried  to 
merge  with  HIP.   We  got  very  close  to  closure.   I  had  approval 
from  my  board  to  do  it  but,  as  it  turned  out,  Bob  Biblo  couldn't 
get  approval  from  his  board. 

Chall:  When  I  was  interviewing  Mr.  [George]  Link  many  years  ago,  I  think 
Kaiser  was  then  discussing  this  possibility  of  going  in  with  HIP. 
That  seemed  to  me  like  a  gnat  swallowing  the  mouse  [laughs].1 

Vohs:    Not  really.   We  were  substantially  larger  than  HIP.   But  we 

weren't  able  to  pull  off  the  merger.   I  was  always  disappointed 
about  that . 

Chall:   You  think  it  would  have  worked? 

Vohs:  I  think  it  would  have  worked.  It  would  have  been  hard,  but  with 
Bob  Biblo  still  there,  we  could  have  made  it  work. 

Chall:   What  was  the  reason  for  New  York  deciding  it  didn't  want  to  go? 

Vohs:    HIP  was  started  when  Fiorella  La  Guardia  was  mayor.   It  was 

originally  sponsored  by  the  city  for  city  employees.   The  board  of 
directors,  from  the  time  it  was  established,  had  a  large  number  of 
labor  leaders  on  it,  and  of  course  the  workers  were  organized. 
When  it  came  to  a  decision  to  merge  with  Kaiser,  the  labor 
leaders,  who  didn't  want  to  give  up  their  seats  on  the  board,  were 
adamantly  opposed. 

When  HIP  started  they  had  thirty-one  separate  medical  groups. 
That  was  a  problem  for  many  reasons.   Some  of  the  medical  groups 
were  of  much  better  quality  than  others,  and  some  of  the  groups 
weren't  really  groups.   Over  time  the  large  number  of  separate 
groups  became  a  problem.   One  of  the  many  contributions  that  Bob 


'See  interview  with  George  Link  in  the  Kaiser  series. 
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Biblo  made  to  HIP  was  to  reduce  the  number  of  medical  groups  down 
to,  I  think,  three.   He  consolidated  and  consolidated  and  always 
kept  the  higher,  better  quality  ones  as  the  lead  group.   They  were 
absorbing  the  other  groups.   It  was  a  marvelous  accomplishment. 

Chall:   A  balancing  act. 

Vohs :    Yes.   I  think  that  he  made  a  great  contribution.   But  the  labor 
leaders  had  a  high  degree  of  control  of  the  board,  and  I  think 
that  they  liked  their  positions  of  influence  on  the  board  and  they 
didn't  want  to  give  that  up  to  a  merged  organization  and  no  longer 
have  that  role.   I  think  that  was  why  the  merger  didn't  fly.   It 
was  too  bad. 

As  Bob  Erickson  mentioned  to  you,  we  later  hired  Bob  Biblo. 
He  retired  from  HIP  and  one  day--I  don't  know  whether  I  called  him 
or  he  called  me--he  told  me  he  was  bored.   He  had  gone  to  work  for 
a  fund,  one  of  the  large  philanthropic  funds  in  New  York.   You 
would  recognize  the  name  of  it.   He  was  the  assistant  director, 
and  the  director  was  leaving  and  they  wanted  him  to  be  the 
director.   But  he  just  didn't  have  the  same  feeling  of 
satisfaction  and  challenge  in  that  organization.   Somehow  we  got 
together  and  talked.   He  said  he'd  be  open  to  do  anything,  and  I 
said,  "Would  you  be  willing  to  go  to  Kansas  City  and  run  one  of 
our  smallest  regions?   We  need  a  regional  manager  there."   He  said 
he  would.   It  was  kind  of  characteristic  of  Bob  Biblo  that  the 
title  or  the  size  of  the  job  wasn't  important  to  him;  it  was  doing 
what  he  wanted  to  do.   I  wish  more  people  had  the  same  kind  of 
quality.   You  just  don't  see  it  very  often. 

Chall:   I  think  that  Mr.  Erickson  said  that  he  took  a  major  deficit  at 
Kansas  City  down  to  practically  nothing? 

Vohs:    Yes.   He  did  a  wonderful  job  there.   He's  one  of  the  great  ones  in 
the  whole  prepaid  group  practice  movement  in  the  United  States. 

Chall:   Is  he  no  longer  living? 

Vohs:    No.   He  developed  cancer  of  the  brain  while  he  was  at  Kansas  City 
and  passed  away. 

Chall:   So  he  really  belongs  in  the  so-called  lexicon  of  the  history  of 
the  movement . 

Vohs:    Yes,  he  does.   He  started  in  the  Cleveland  Community  Health  Plan, 
worked  for  Kaiser,  went  through  the  Harvard  plan  and  the  HIP  plan, 
and  he  ended  at  Kaiser. 
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Chall:   A  lot  of  experience. 

Vohs:    And  he  was  a  former  president  of  the  Group  Health  Association  of 
America.   He  was  a  leader. 


The  Board  of  Directors:  Some  Early  Changes 


Chall:   Can  you  tell  me  about  the  board  of  directors  at  that  time,  and 
what  you  gained  from  that  experience? 

Vohs:    At  that  time,  it  was  a  smaller  board.   I  can't  tell  you  exactly 
how  many  were  on  it.   Prior  to  Dr.  Keene  being  named  president, 
when  he  was  general  manager,  the  board  of  Health  Plan  and 
Hospitals  looked  a  lot  like  the  boards  of  the  other  Kaiser 
industrial  companies.   They  were  mostly  made  up  of  individuals  who 
Edgar  Kaiser  and  Gene  Trefethen  knew  and  worked  with.   Several 
were  attorneys  from  the  Thelen  Marrin  firm  [Thelen,  Marrin, 
Johnson  &  Bridges],  and  internal  individuals  like  Bill  Marks,  who 
was  the  general  counsel  for  all  of  the  Kaiser  companies. 

Dr.  Keene  was  the  individual  who  introduced  for  the  first  time 
some  prestigious  people  from  the  outside,  who  had  no  relations 
with  Kaiser  before.   The  first  individual  he  brought  on  was  Dr. 
Mitchell  Spellman--no,  no,  it  was  Dr.  Robert  Glaser.   Dr.  Glaser 
had  been  vice  president  for  medical  affairs  at  the  University  of 
Colorado.   He  was  dean  of  the  medical  school  and  then  later  vice 
president  for  medical  affairs  at  Stanford.   He  was  the  first 
person  that  Dr.  Keene  brought  on,  and  the  first  real  independent 
director.   Following  that  appointment,  Dr.  Keene  then  brought  on 
Bill  Grant,  who  was  an  attorney  from  Denver  that  Dr.  Glaser  had 
known.   He  brought  on  Mary  Bunting,  who  was  president  of  Radcliffe 
College,  Quigg  Newton,  a  former  mayor  of  Denver  and  president  of 
the  University  of  Colorado,  Mitch  Spellman,  who  was  dean  at  the 
Charles  R.  Drew  Postgraduate  Medical  School  in  Los  Angeles.   They 
were  the  first  outside  directors  to  come  on  the  board. 

They  were  really  fine,  outstanding  people,  and  I  think  I've 
mentioned  to  you  before  the  role  that  Mary  Bunting  played  when 
Edgar  Kaiser  and  I  had  some  problems  with  his  desire  to  appoint 
his  son,  Edgar,  Jr.,  to  the  board. 

Chall:   Mr.  Erickson  told  me  something  about  that  story,  but  he  didn't 
mention  Mary  Bunting. 
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Vohs :    She  played  an  important  role  at  that  time.   She  was  outstanding. 

Edgar  Kaiser  brought  Arthur  Goldberg  on  to  the  board.   He  had  been 
ambassador  to  the  United  Nations  and  an  associate  justice  of  the 
Supreme  Court.   He  brought  on  Arthur  Linkletter  and  his  son  Henry 
Meade  Kaiser. 

Chall:   That's  Edgar's  son? 
Vohs:    Yes. 

Chall:   Wasn't  there  a  time  when  Edgar  wanted  to  appoint  another  one  of 
his  sons? 

Vohs:    That  was  incident  that  I  was  referring  to,  Edgar  Kaiser,  Jr. 
Chall:   We'll  get  to  that.1 

Vohs:    George  Link,  who  was  on  the  board  at  that  time,  was  a  partner  with 
Thelen  Marrin.   He  was  on  a  lot  of  Kaiser  boards.   A  wonderful 
man.   He  was  first  rate  also.   And  Bill  Marks,  who  was  general 
counsel  for  all  of  the  other  Kaiser  companies  —  the  two  were 
holdovers  from  the  earlier  board.   Ralph  Yamaguchi  from  Hawaii  was 
brought  on.   Dr.  Keene  felt  we  ought  to  have  distinguished 
individuals  on  the  board  from  some  of  our  regions,  and  he  brought 
on  Ralph  Yamaguchi,  an  attorney  in  Hawaii  and  a  very  highly 
regarded  individual.   A  fine  person. 

All  of  those  people  that  Dr.  Keene  selected  for  the  board  were 
outstanding.   He  did  a  very  good  job  of  building  the  board.   And 
it  was  a  very  important  decision  to  make  to  move  away  from  the 
"insiders"  that  had  close  ties  to  either  Mr.  Kaiser  or  the  other 
Kaiser  companies. 

Chall:   That's  certainly  what  the  doctors  wanted. 

Vohs:    Well,  that's  right,  and  for  a  nonprofit  tax-exempt  organization, 
it  was  important  to  be  separated  in  every  way  from  the  other 
Kaiser  organizations.   Mr.  Kaiser's  interest  was  really  focused  on 
the  other  companies. 

Chall:   That  was  Henry? 

Vohs:    Edgar.   Especially  Edgar.   His  interest  was  really  with  the  other 
companies.   He  was  chairman  of  the  board,  but  the  board  only  met 
twice  a  year.   So  it  wasn't  an  active  board.   Gene  Trefethen 


;See  pages  95-97. 
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really  was  the  overseer  of  the  whole  operation,  and,  in  a  sense, 
he  had  been  the  board.   Of  course,  1  had  nothing  but  admiration 
and  respect  for  Gene  and  everything  he  did.   In  the  early  years  he 
acted  as  the  board  in  the  oversight  of  the  organization. 

Chall:  It  would  be  to  him  that  you  or  Dr.  Keene  might  go  if  you  needed 
advice  and  formal  approvals  on  significant  matters? 

Vohs :   Almost  everything,  yes.   It  was  a  time  when  we  showed  Mr. 

Trefethen  the  design  of  every  medical  office  we  were  going  to 
build,  or  every  hospital  we  were  going  to  build,  and  get  approval 
--and  approval  of  our  capital  expenditures.   We  would  accumulate 
those  actions,  and  then  when  there  was  a  board  meeting  the  board 
would  approve  them,  but  we  would  have  already  received  approval 
from  Gene  Trefethen. 

Chall:  Was  he  a  very  careful  observer  of  everything? 

Vohs:  Oh,  yes.   Very  careful. 

Chall:  Another  kind  of  brilliant  mind,  isn't  it? 

Vohs:  A  wonderful  mind,  a  wonderful  person. 

Chall:   Edgar  Kaiser--was  he  primarily  interested  in  the  business  and  not 
the  Health  Plan? 

Vohs:    That's  right. 

Chall:   How  was  he  when  it  came  to  getting  along? 

Vohs:  At  that  time,  I  didn't  have  that  much  contact  with  him.  Later, 
when  he  was  chairman  and  I  was  president  I  had  a  lot  of  contact 
with  him,  but  at  this  stage  I  didn't  much. 

Dr.  Garfield  went  off  the  board  and  was  retired  during  1971  in 
a  rather  unceremonious  fashion.   The  tradition  of  all  of  the 
Kaiser  boards  was  that  when  an  individual  retired  they  received  a 
silver  tray  with  the  signatures  of  all  of  the  fellow  board 
members.   Usually  there  was  a  dinner  or  special  occasion  to  make 
that  award.   In  Dr.  Garfield 's  situation—he  had  a  very  complex 
relationship  with  Edgar  Kaiser--but  in  this  situation  Edgar  Kaiser 
simply  handed  Dr.  Garfield  his  silver  tray  at  the  board  room  table 
in  a  rather  unceremonious  way. 

Chall:   At  the  board  meeting? 
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Vohs :    At  the  board  meeting.   Almost  kind  of  tossed  it  over  to  him.   He 
had  called  me  just  before  the  board  meeting,  as  I  think  he  called 
all  the  directors  —  and  this  was  one  of  my  first  meetings  as  a 
board  member  —  to  tell  me  that  he  was  going  to  retire  Dr.  Garfield. 
It  wasn't  as  if  there  had  been  a  long  discussion  about  it 
beforehand,  and  that  Dr.  Garfield  had  agreed.   It  was  unilateral. 

Chall:   And  there  was  never  any  other  formal--? 
Vohs:    No. 

Chall:   That's  a  sad  way  to  deal  with  so  important  a  person  in  the  Health 
Plan. 

Vohs:    Afterward,  they  still  spent  time  together  and  maintained  a  close 
relationship.   But  it  was  a  very,  very  complex  relationship. 

Chall:   Dr.  Garfield  really  took  a  lot,  didn't  he? 

Vohs:    He  did.   He  actually  did.   I  think  Karl  Steil,  bless  his  heart, 
really  watched  out  for  Dr.  Garfield  after  that;  he  used  him  as  a 
consultant  and  worked  out  ways  to  help  him.   Dr.  Garfield  was 
given  a  very,  very  modest  retirement.   Later  on,  he  said  he  sold 
the  Health  Plan  for  $25,000  a  year.   But  as  I  say,  I  Steil  tried 
to  watch  out  for  him  and  did  some  nice  things  for  him  and  stayed 
in  touch  with  him. 


Meaning  of  the  Term  Emeritus 


Chall:   What  does  "emeritus"  mean  on  the  board?   There  weren't  very  many 
of  them  at  that  time,  but  eventually  there  became  other  emeriti. 

Vohs:    Yes.   It's  just  an  honorary  title.   It  really  doesn't  have  a  lot 
of  meaning. 

Chall:   Did  they  have  a  voice  on  the  board?   Can  they  speak  or  vote? 

Vohs:    No. 

Chall:   They  didn't  attend  board  meetings? 

Vohs:    Not  after  they  were  retired.   Dr.  Keene  became  chairman  emeritus 

when  he  retired.   Because  I  was  given  the  title  chairman  emeritus, 
my  wife  [chuckle]  doesn't  like  me  to  use  it;  she  likes  me  to  say 
"chairman,  retired."   She  thinks  chairman  emeritus  sounds  older 


[ laughter] . 
emeritus . 
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She  really  doesn't  like  me  to  say  that  I'm  a  chairman 


Chall:   But  that's  what  the  annual  reports  list. 

Vohs :    Oh,  they  always  put  it  down.   Now  in  the  case  of  Gene  Trefethen, 
he  was  named  honorary  vice  chairman  and  an  honorary  board  member. 
He  took  that  to  mean  that  he  should  attend  board  meetings,  and  he 
did.   It  was  good  for  him  to  be  there,  and  he  participated  just 
like  a  regular  member.   And  again,  I  thought  I  told  you  this- -he 
made  motions,  he  seconded  motions,  and  he  voted;  he  did  that  all 
the  time  that  I  was  chairman.   We  never  challenged  him  on  it,  we 
never  said  a  word.   Technically,  he  was  not  a  director,  just 
honorary,  and  he  had  no  vote.   But  he  was  the  only  one.   Dr.  Keene 
stayed  on  the  board  at  my  request  for  five  years  after  he  retired. 

Chall:   With  full  membership? 

Vohs:    Yes.   So  he  didn't  become  emeritus  until  after  he  retired,  and  he 
asked  me  for  that  title.   He  wanted  that  title. 

Chall:   What  was  he  doing  while  he  was  still  chairman? 

Vohs:    He  was  never  chairman,  you  see.   He  was  president,  and  Edgar 

Kaiser  was  always  chairman.   Dr.  Keene  worked  as  president  until 
age  sixty-f ive--that  was  the  requirement,  to  retire  at  age  sixty- 
five--and  he  retired  at  that  time.   Then  I  appointed  him  as  chair 
of  the  Facilities  Committee  of  the  board.   It  was  a  very  active 
committee,  and  he  did  enjoy  that,  and  it  was  a  good  way  for  him  to 
gradually  reduce  his  role,  but  yet  have  a  role  in  the  program. 


President  Designate.  1974-1975 


Vohs:    We're  going  to  get,  I  guess,  to  where  I  was  president-designate 
and  that  whole  process.   When  Edgar  Kaiser  told  me  that  I  was 
going  to  be  the  president,  he  said,  "I  want  to  remove  Dr.  Keene 
and  George  Link  from  the  board."   I  asked  him  not  to.   He  wanted 
to  appoint  Bill  Roesch  to  the  board,  he  was  at  that  time  president 
of  Kaiser  Industries.   Bill  Roesch  was  somebody  I  liked  and 
admired--in  fact,  he  and  I  were  together  at  the  Harvard  Advanced 
Management  Program;  we  were  classmates,  but  I  didn't  want  to  add 
him  to  the  board  at  that  moment.   It  had  nothing  to  do  with  my 
feeling  about  Bill.   But  I  didn't  think  it  was  appropriate  to  ask 
George  and  Cliff  to  resign.   Edgar  Kaiser  reluctantly  agreed  to 
leave  them  on. 
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Then  I  said  that  I  would  like  to  name  two  key  internal 
executives,  Karl  Steil  and  Dan  Wagster,  to  the  board,  and  he 
agreed  to  that.   That  was  my  very  first  meeting  with  Edgar  Kaiser, 
and  it  was  somewhat  awkward,  but  I  just  knew  it  would  have  hurt 
Dr.  Keene  very  much,  and  there  was  no  reason  to  take  him  off  the 
board.   None.   But  again,  it  was  one  of  those  complex 
relationships  that  Dr.  Keene  had  with  Edgar.   They  had  worked 
together  since  Willow  Run,  but-- 

Chall:   It  wasn't  a  good  relationship? 

Vohs :    Well,  socially  it  was.   I  never  did  ask  Edgar  why  he  wanted  to 

drop  Dr.  Keene  from  the  board.   But  he  was  good  enough  not  to  do 
it. 

Chall:   I  think  he  was  perhaps  insensitive  to  other  people. 

Vohs:    Yes,  he  was,  but  there  had  to  be  something  else  going  on  with  both 
George  Link  and  Dr.  Keene.   They  both  stayed  on  until  they  were 
seventy. 

Chall:  So  it's  at  seventy  that  you  have  to  be  off  the  board? 

Vohs:  Yes. 

Chall:  And  sixty-five  to  retire  from  active  employment? 

Vohs:  Yes,  in  position. 

Chall:  You  were  first  appointed  president-designate,  which  meant  what? 

Vohs:  It  meant  that  I  would  be  named  president  when  Dr.  Keene  retired. 
I  was  president-designate  from  March  of  '74  until  January,  L975. 
So  it  was  less  than  a  year,  but  it  seemed  a  long  time. 


Appointment  to  President,  1975 


Chall:   What  was  the  reason  for  that? 

Vohs:    Edgar  Kaiser  had  decided  to  have  a  formal  search  for  Dr.  Keene 's 
replacement  and  there  was  a  question  as  to  how  long  it  would  take 
to  complete  the  search,  and  then,  if  they  found  somebody,  somebody 
in  a  high  position  from  the  outside,  it  might  take  up  to  a  year 
for  that  person  to  leave  their  job  and  then  come  and  work  with  Dr. 
Keene  for  a  while.   I  think  they  tried  to  allow  plenty  of  time. 
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At  the  time  that  they  formed  the  Search  Committee,  Edgar  Kaiser 
felt  that  they  would  probably  want  to  recruit  a  distinguished 
physician  from  outside  the  program.   Dr.  Keene  definitely  wanted 
to  get  somebody  from  outside  of  the  program. 

Chall:   Also  a  doctor? 

* 

Vohs:    Yes,  I  think  his  choice  would  have  been  for  a  doctor,  somebody 

with  a  prestigious,  national  name.   I  don't  think  there  was  an 

expectation  that  the  Search  Committee  would  select  somebody  from 
within  the  program. 

Chall:   And  how  did  it  happen  that  they  did? 

Vohs:    One  of  the  individuals  on  the  Search  Committee  was  Arthur 

Weissman.   Arthur  Weissman  is  the  one  that  was  mostly  responsible 
for  me  being  named  president.   He  was  one  of  the  Health  Plan's 
most  important  individuals.   One  of  the  first  things  he  convinced 
the  Search  Committee  was  to  establish  criteria  for  the  position. 
And  then,  based  on  that  criteria,  start  looking  for  the  person  who 
would  best  meet  that  criteria.   He  also  influenced  the  committee 
to  allow  people  within  the  program  to  meet  with  the  Search 
Committee  to  express  their  viewpoint. 

Thus,  the  medical  directors,  individually,  had  an  opportunity 
to  meet  with  the  Search  Committee  and  talk  about  what  kind  of 
person,  not  just  the  individual,  but  the  kind  of  person  who  should 
be  selected.   They  were  adamant  about  not  selecting  a  physician, 
because  there  was  always  confusion  concerning  the  role  of  the 
president  if  he  was  a  physician.   It  would  look  like  the 
physician/president  was  in  charge  of  the  medical  groups.   The 
medical  directors  were  very  jealous  of  their  roles,  and  they 
didn't  want  any  confusion  about  it. 

I  think  some  of  them  felt  Dr.  Keene  intentionally  gave  the 
impression  to  outsiders,  that  he  was  in  charge  of  the  Health  Plan/ 
Hospitals,  and  the  medical  groups,  that  he  was  the  physician 
leader  and  spokesperson,  et  cetera,  and  the  medical  directors 
resented  that. 

Eventually  the  Search  Committee  made  its  selection,  and  they 
selected  me. 

Chall:   Were  you  sitting  on  pins  and  needles  during  that  time? 

Vohs:    No.   The  only  thing  I  was  concerned  about  was,  would  they  select 
somebody  that  I  could  respect,  that  I  could  feel  okay  about? 
There  were  a  number  of  physicians  in  the  program  that  put  their 
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names  in  the  hat,  that  went  directly  to  the  Search  Committee  and 
nominated  themselves.   Dr.  Saward  was  certainly  one  that  was  a 
candidate  and  was  seriously  considered.   Dr.  [Bruce]  Sams  was  a 
candidate—he  made  himself  a  candidate.   There  were  a  number.   I 
think  Edgar  Kaiser,  Jr. --his  father  made  him  a  candidate. 

I  just  know  that  Arthur  Weissman  was  the  one  who  influenced 
the  committee  that  I  was  the  one  who  had  the  experience  in 
managing  the  regions  and  understanding  the  way  the  program  worked 
and  the  relationship  with  the  physicians.   As  far  as  I  know,  none 
of  the  medical  directors  opposed  me--I  don't  know  to  what  extent 
some  of  them  may  have  even  recommended  me.   But  I  certainly  had  no 
opposition  among  the  medical  directors. 

Chall:   You  had  applied,  of  course. 

Vohs:    No,  I  did  not.   As  executive  vice  president  I  was  an  obvious 
candidate . 

Chall:   Did  Mr.  Steil  apply? 

Vohs:    No.   I  think  he  probably  felt  that  he  didn't  need  to,  that  he 
automatically  would  be  considered  a  leading  candidate.   The 
committee  didn't  ask  people  to  apply.   Some  people  just  did  it  on 
their  own  initiative.   But  I  think  Karl  probably  felt  he  was  a 
leading  candidate. 

Chall:   And  do  you  think  he  was? 

Vohs:    No.   That  decision  really  was  made  when  I  was  promoted  over  him. 

Chall:   You  already  discussed  his  kind  of  personality,  and  Dr.  Keene  in 
his  interview  said  the  same  thing,  that  he  just  was  not  outgoing 
enough. 

Vohs:    Yes,  but  there  was  more  than  that,  there  were  questions  about  his 
style  of  leadership  and  management. 

Chall:   Right.   So  you  took  it  on.   And  what  did  that  mean? 

Vohs:    It  didn't  change  my  role  a  lot,  in  my  opinion.   As  Dr.  Keene  got 
closer  to  retirement,  he  had  withdrawn  a  lot.   He  had  bought  a 
home  in  Carmel,  and  he  was  spending  more  time  there.   That  was  his 
plan.   Once  there  was  a  president-designate  selected,  he  planned 
to  gradually  withdraw  from  an  active  role  and  he  did--and  even 
before  that.   When  I  became  manager  of  operations  in  1971,  I 
really  had  most  of  the  responsibility  for  the  program  at  that 
time. 


Revising  the  Operations  of  the  Board  of  Directors 


Vohs :    During  that  period  when  I  was  the  designate,  I  visited  each  board 
member  and  asked  them  how  they  felt  about  the  board,  the  operation 
of  the  board,  the  number  of  meetings  that  we  had,  the  committees 
that  we  had,  what  they  thought  was  important,  how  they  liked  the 
format  of  the  board  meetings  and  things  of  that  sort.   I 
interviewed  each  member  of  the  board  to  get  their  ideas  on  the 
whole  format,  composition,  board  membership,  et  cetera.   That  was 
very  helpful  to  me. 

As  a  result  of  that,  we  increased  the  number  of  board  meetings 
from  two  to  three.   We  established  an  Audit  Committee,  which  we 
had  not  had.   Bill  Hewlett  of  Hewlett-Packard  was  on  the  board  at 
that  time.   I  recall  vividly  interviewing  him,  and  he  said,  "What 
about  having  an  Audit  Committee?"  And  I  said,  "Well,  I'm  not  sure 
that  I'm  in  favor  of  an  Audit  Committee.   I'm  not  sure  just  what 
good  that  does.   There  can  be  some  problems."  He  looked  me  in  the 
eye  and  said,  "For  that  very  reason,  you  should  have  an  Audit 
Committee."   I  said,  "Okay."   And  we  set  up  an  Audit  Committee. 
What  he  was  saying  was  that  if  the  president  doesn't  have  an  Audit 
Committee,  Hmm,  I  would  wonder  about  that  [chuckle].   So  we  did, 
and  of  course  it  worked  out  fine. 

The  whole  process  of  interviewing  board  members  was  very 
helpful  to  me.   We  added  some  new  committees  and  made  other 
changes . 

Chall:   Much  of  this  was  as  a  result  of  your  talking  to  board  members? 
Vohs:    Yes,  and  getting  ideas  and  feelings  from  their  perspective. 

Chall:   That  shows  that  the  experience  of  being  on  the  board  of  directors 
in  the  earlier  period  when  you  were  manager  of  operations  was 
valuable . 

Vohs:    Yes,  and  it  was  valuable  having  good  directors,  and  by  this  time 
we  really  had  good  directors.   Dr.  Keene  had  added  Bill  Hewlett, 
and  I've  forgotten  exactly  who  else  might  have  been  added  on  from 
the  '71  period.   I  know  Bill  Marks  had  gone  off.   Roy  Hughes,  who 
was  the  executive  vice  president  of  Kaiser  Industries  in  1971, 
went  off. 

Chall:   Did  these  people  go  off  when  their  age  required  it  or  they  got  off 
for  other  reasons? 
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Vohs:    They  went  off  for  other  reasons,  and  that's  why  I  was  able  to  put 
Karl  Steil  and  Dan  Wagster  on. 

As  I  say,  there  weren't  a  lot  of  changes  in  my 

responsibilities  or  duties,  and  my  relations  with  people  in  the 
Central  Office  didn't  really  change  at  all.   I  mean,  they  had 
looked  to  me  to  be  the  leader  all  along.1 


Reviewing  Some  Issues  Faced  by  the  Central  Office 


President  Richard  Nixon  and  the  Wage/Price  Freeze,  1971 


Vohs:    One  of  the  first  things  that  we  had  to  face  in  1971  was  the  freeze 
President  Nixon  instituted,  a  wage/price  freeze.   I  had  just  taken 
over,  and  it  was  a  very  difficult  time  for  us  because  we  were  an 
organization  that  set  a  price,  and  that  price  could  be  monitored 
very  carefully  and  closely,  and  we  had  to  get  approvals  if  we 
wanted  to  change  our  prices.   To  increase  revenues,  fee-for- 
service  physicians  didn't  need  to  change  their  prices,  instead 
they  could  see  their  patients  more  often  or  they  might  upgrade  the 
category  of  the  visit  from  a  routine  office  exam  to  something  more 
complex,  that  called  for  a  higher  fee.   Instead  of  a  fifteen- 
dollar  fee  it,  became  a  twenty-five  dollar  charge.   But  maybe  the 
same  service  was  provided.   That  kind  of  activity  couldn't  be 
controlled  by  a  wage/price  board. 

On  the  other  hand,  we  could  really  be  controlled,  where  others 
in  the  medical  field  didn't  have  the  same  kind  of  discipline 
imposed  on  them.   It  was  a  very  challenging  time  for  us  to  be  able 
to  continue  to  operate  as  we  felt  we  needed  to  in  order  to 
compete.   But  we  had  good  people  in  the  legal  department  to  lead 
us  through  the  myriad  requirements,  people  like  Bob  Erickson  and 
Jerry  Phelan.   Jerry  Phelan  took  the  lead  during  the  freeze,  and 
we  were  generally  successful  in  obtaining  approvals  from  the  wage/ 
price  board.   Jerry  did  a  superb  job. 

Chall:   You  had  to  work  through  the  regulations  so  that  the  HMO  could 
function? 

Vohs:    Right,  and  we  did.   We  worked  through  it,  but  it  was  tough. 


'Additional  details  on  board  of  directors  are  on  pages  141-143. 
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Chall:   How  long  were  those  regulations  imposed? 

Vohs:   About  three  years.   And  of  course  we  were  trying  to  recruit 
physicians,  and  the  government  was  saying  you  can't  increase 
income  for  physicians.   Yet,  incomes  were  increasing  in  the  fee- 
for-service  world.   So  we  had  to  make  a  case  and  be  able  to 
justify  it  and  get  approvals.   Because  we  had  competent  people 
like  Walt  Palmer  and  Jerry  Phelan  and  others  putting  together  the 
documentation,  we  were  able  to  get  the  kind  of  approvals  that  were 
important  to  keep  us  competitive  in  retaining  and  recruiting 
physicians  and  in  raising  prices  to  cover  our  costs. 

Chall:   But  that  all  takes  time,  doesn't  it  —  dealing  with  the  federal 
government? 

Vohs:    Yes,  that's  right.   It  was  an  active  period  in  the  program  and  the 
regions  too.   In  addition,  we  had  recently  expanded  into  new 
geographic  areas. 


The  HMO  Act,  1973:  Paul  Ellwood  and  Scott  Fleming 


Vohs:    Then,  of  course,  in  1973  the  HMO  Act  [Health  Maintenance 

Organization]  was  passed,  and  the  key  decision  for  us  was  whether 
we  should  try  to  qualify  as  an  HMO  and  subject  ourselves  to 
increased  government  regulation  and  oversight.   I  think  we  have  a 
picture  of  the  final  application  that  we  submitted  to  become  an 
HMO,  which  is  a  stack  of  documents  about  five  feet  high. 

Chall:   You  had  your  people  working  on  that,  too? 

Vohs:    Yes.   We  had  to  do  a  lot  of  work  to  do  that,  and  it  took  some  time 
to  make  the  decision  to  become  a  qualified  HMO.   There  were  a  lot 
of  basic  changes  you  had  to  make  to  conform  under  the  HMO  law. 
But  we  also  were  effective  in  influencing  the  regulations.   In 
fact,  we  had  a  lot  of  influence  on  the  Act  itself. 

It  was  our  position  that  because  we  were  a  large  and  highly 
visible  plan  with  good  congressional  contacts,  we  could  represent 
ourselves  in  Washington  very  effectively.   But  we  also  felt  we  had 
a  broader  responsibility  to  represent  other  smaller  plans  who 
might  not  necessarily  be  organized  just  like  Kaiser  Permanente. 

II 
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Vohs:    In  my  view,  we  had  to  take  the  position  that  we  had  a 

responsibility  to  represent  all  kinds  of  plans  and  not  just 
represent  our  own  needs.   That's  been  our  view  in  terms  of  our 
legislative  policies  and  legislative  activities.   We  had 
outstanding  people  who  were  representing  us  on  legislative 
matters,  such  as  Bob  Erickson,  Scott  Fleming,  Avram  Yedidia,  et 
cetera.   We  had  a  major  influence  on  Group  Health  Association  of 
America,  we  were  the  largest  organization  in  it.   It  was  good  to 
have  such  an  organization  because  that  meant  there  were  really  two 
voices  in  Washington  representing  prepaid  group  practice  programs, 
even  though  one  of  them  was  so  much  stronger.   We  did  qualify. 

Chall:   It  took  a  few  years,  though. 
Vohs:    Yes,  it  did. 

Chall:   Certainly,  at  that  time  there  was  considerable  expectation  on  the 
part  of  the  Nixon  administration  and  others  that  there  were  going 
to  be  thousands  of  HMOs  in  just  a  few  years.   They  haven't  even 
reached  that  goal  yet. 

Vohs:    Well,  that's  right.   Paul  Ellwood  was  seen  as  the  father  of  the 
movement.   A  lot  of  what  he  did  in  developing  his  whole  plan  for 
health  maintenance  organizations  really  stemmed  from  Scott 
Fleming's  ideas.   Ellwood  came  up  with  the  term  "health 
maintenance  organization."1 

There  were  two  parts  to  how  Medicare  would  pay  for  services  to 
eligible  beneficiaries.   Part  A  included  the  reimbursement  formula 
for  hospitals.   Part  B  was  the  payment  formula  for  physician 
services.   Scott  Fleming  proposed  a  Part  C  capitation  payment  for 
plans  like  Kaiser  Permanente.   The  way  the  Medicare  legislation 
was  written,  Kaiser  Permanente  could  not  comply  with  the  Part  A 
and  Part  B  formulas  which  required  billing  for  each  separate 
service  provided  to  a  Medicare  beneficiary.   As  a  prepaid  plan, 
Kaiser  had  no  reason  or  system  for  calculating  a  fee  for  each  of 
the  services  provided  to  Health  Plan  members.   Thus,  Scott's  Part 
C  concept  was  simply  a  capitation  method  of  payment.   Much  of 
Ellwood 's  HMO  initiative  was  based  on  Scott's  Part  C  concept. 
Ellwood  gives  Scott  credit  for  that. 

Vohs:    Ellwood  said,  years  later,  that  he  realized  that  the  mistake  he  had 
made  was  to  encourage,  through  government  support,  individually 
sponsored  HMOs.   He  thought  if  you  had  a  plant  that  was  making 
widgets  and  it  was  an  effective  way  to  make  widgets,  then  setting  up 


'See  interview  with  Scott  Fleming  in  the  Kaiser  series, 
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Chall: 

Vohs: 

Chall: 


similar  independent  but  unrelated  widget  plants  all  over  the  country 
would  also  be  cost  effective.   But  he  realized  later  it  doesn't  work 
that  way.   Health  maintenance  organizations  are  too  complicated  a 
form  of  enterprise,  and  it  just  doesn't  work  that  way.   You  need 
organizations  like  Kaiser  that  have  the  background  and  experience 
and  can  operate  in  a  number  of  regions  and  enjoy  the  cost 
effectiveness  and  the  benefit  of  scale.   Just  having  a  lot  of 
individual,  unrelated  widget  plants  run  by  individuals  who  had  never 
made  widgets  before  just  doesn't  work. 

Eventually,  after  a  lot  of  missteps  and  some  consolidation, 
the  HMO  Act  worked.   We  wouldn't  have  the  number  or  variety  of 
alternative  delivery  systems  in  this  country  today  if  it  weren't 
for  the  HMO  Act.   I  think  there  are  people  now  who  might  not  think 
that's  a  good  thing,  given  the  adverse  reaction  to  managed  care, 
but  we  wouldn't  be  where  we  are  if  it  weren't  for  Ellwood  and  his 
influence  on  the  Nixon  administration  to  adopt  his  HMO  strategy. 

Have  you  ever  met  Ellwood? 
Oh,  yes.   A  good  friend. 

I  was  reading  an  article  in  the  New  York  Times  Magazine  about  Paul 
Ellwood  and  his  son.1 


Vohs:    Paul  grew  up  in  Oakland.   His  father  was  a  general  practitioner 
right  here. 

Chall:   That  was  an  interesting  facet  of  his  life. 
Vohs:    Yes. 

Chall:   His  home  that  he  built,  the  big  one,  in  the  Tetons,  in  Jackson 
Hole  [Wyoming] ,  in  which  he  was  working  with  the  group  that  was 
trying  to  help  develop  President  Clinton's  health  plan—that's  an 
incredible  story. 

Vohs:    The  Jackson  Hole  Group.   While  I  belonged  to  the  Jackson  Hole 

Group  early  on,  I  only  attended  a  couple  of  times.   Those  were  the 
kind  of  creative  thinkers  in  health  care  that  were  meeting  and 
discussing  the  issues.   They're  the  kind  of  Scott  Fleming,  Avram 
Yedidias  and  Art  Weissmans  types  that  really  understand  what's 
going  on  in  health  care  in  the  United  States,  the  basic  issues, 
the  barriers  and  the  complexities.   Quite  frankly,  that's  not  me, 


'Lisa  Balkin  and  Jason  DeParle,  "What  Have  the  Ellwoods  Done  to 
America?",  The  New  York  Times  Magazine,  December  8,  1996,  pp.  63ff. 
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I'm  a  manager  and  a  leader,  but  that  wasn't  for  me.   I  would  get 
impatient  at  those  meetings.   So  I  sent  Scott  and  others. 

Chall:   So  Scott  did  attend  those  meetings? 
Vohs:    Oh,  yes. 


Digression:  President  Clinton's  Failed  Health  Care  Initiative 

Chall:   That's  just  fascinating,  because  what  came  out  of  it--it  didn't 
ever  get  anywhere.   [President  Clinton's  health  care  initiative] 

Vohs:    No,  it  didn't. 

Chall:   Have  you  any  feelings  about  what  happened  to  that  whole  health 

plan  proposal?   These  were  the  innovative  thinkers,  and  something 
happened  to  their  plan.   Now  whether  it  was  changed  as  they  went 
along;  somebody  else  changed  it- -we  may  not  know  at  this  time. 

Vohs:    Putting  together  a  legislative  package  that  makes  sense  and  is 

workable  is  incredibly  difficult.   I  contend  that  if  you  took  the 
Jackson  Hole  Group  and  asked  them  to  draft  a  national  health  plan, 
they  would  have  a  hard  time  coming  up  with  something  that  would 
effectively  solve  the  critical  health  care  issues  we're  facing  in 
the  United  States.   It's  almost  impossible  to  develop  a  plan  that 
would  work,  that  would  deal  with  all  the  issues  that  we  have  in 
health  care,  including  what  I  consider  to  be  the  most  important 
one,  and  that  is  providing  coverage  for  the  31  million  Americans 
who  don't  have  insurance.   I  don't  think  even  the  best  economists 
and  the  best  minds  in  health  care  could  come  up  with  an 
acceptable,  or  perhaps  I  should  say  workable,  plan.   Now  if  you 
add  to  the  mix  the  political  self-interests  and  how  they  would 
affect  it,  there's  almost  no  way,  in  my  opinion. 

Chall:   So  perhaps  with  all  the  varieties  that  we  have,  something  may  come 
out  of  it  that's  useful. 

Vohs:    I  think  there  will. 

Chall:   Trial  and  error.   Except  for  the  31  million.   Nobody  seems  to 
respond  to  that. 

Vohs:    And  even  that  —  there' s  still  some  hope  for  that.   I  mean,  we're 
doing  some  things  here  in  California  that  I  think  have  some 
possibility  for  extending  coverage  to  some  of  those  31  million. 
Hawaii  has  done  things.   Some  states  have  been  able  to  deal  with 
it  to  some  degree.   That's  off  the  subject. 
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Alain  Enthoven,  Consultant  to  Central  Office  Staff 


Vohs: 


Chall 
Vohs: 


Chall 


Vohs: 


Chall 


But  let  me  mention  Alain  Enthoven  and  how  he  came  to  us,  because 
he  has  played  a  very  important  role  for  us  and  for  the  country. 
We  hired  him  as  a  consultant  and  he  did  some  outstanding  work  for 
us,  but  we  were  also  in  a  position  to  allow  him  time  to  spend  on 
national  issues,  drafting  his  health  plan. 

Do  you  recall  the  dates  when  you  would  have  had  him  on  the  staff? 

It  was  about  1972  or  '73,  when  Dr.  Keene  was  still  president. 
Arjay  Miller,  a  former  president  of  Ford  Motor  Company,  who  became 
dean  of  the  school  of  business  at  Stanford,  came  to  us.   He  wanted 
a  meeting  with  Dr.  Keene  and  Gene  Trefethen,  because  he  had  just 
recruited  Alain  Enthoven  to  a  professorship  at  the  business 
school.   I  sat  in  on  their  meeting.   Arjay  made  a  strong  pitch  for 
us  to  engage  Alain  as  a  consultant  because  Alain  needed  more  than 
a  professor's  salary:  he  also  needed  to  have  other  involvements  in 
the  health  care  field.   He  was  coming  from  working  in  the  medical 
equipment  industry  managing  the  medical  components  of  a  major 
southern  California  company.   Alain  was  one  of  the  "Whiz  Kids"-- 
the  McNamara  Whiz  Kids--in  the  Department  of  Defense.   He  was  one 
of  the  systems  analysts  that  Robert  McNamara  brought  in  as  an 
assistant  secretary  of  defense. 

Anyway,  we  met  and  I  could  see  the  value  of  having  Alain  as  a 
consultant.   Cliff  turned  to  me  and  said,  "What  do  you  think  we 
should  do?"   I  said,  "I  think  we  should  engage  him."   And  we  did. 


How  exciting.   What  kinds  of  projects  did  you  put  him  on? 
you  give  him  free  rein? 


Or  did 


He's  an  economist,  you  know.   He  was  a  Rhodes  Scholar.   He's  a 
very  good  economist.   So  we  originally  put  him  on  some  financing 
issues  and  a  variety  of  issues  where  I  wanted  to  have  his  outside 
thinking  about  what  we  were  doing.   He  did  a  lot  of  statistical 
and  systems  analysis  and  we  allowed  him  to  develop  assignments  and 
projects  on  his  own.   He  has  made  an  invaluable  contribution  to 
Kaiser  Permanente  over  the  years. 

It's  interesting  the  way  people  function  together  at  a  certain 
level  of  our  society,  when  they  know  each  other,  a  kind  of  a 
network  that  produces  results  that  one  would  never  even  think 
about . 


91 


Vohs:    Alain  became  very  close  with  Paul  Ellwood.   They  stimulated  each 
other  and  the  two  of  them  have  been  the  key  movers  in  the  HMO 
movement . 

Chall:  And  at  that  time,  that  was  what  was  moving  along. 

Vohs:  This  was  even  before  '73.   And  he's  still  working  for  us. 

Chall:  Kaiser? 

Vohs:  Yes. 

Chall:  I'm  sure  they  need  him  more  than  ever. 

Vohs:  I'm  not  sure  they're  listening,  but--,  [laughter] 

Handling  the  Phenomenal  Growth  of  the  Mid-1970s 


Chall:  Now  at  this  time--I  read  in  one  of  the  annual  reports  that  by  1976 
you  had  three  million  members.  You  were  really  growing  rapidly  at 
that  time.  Was  the  growth  at  that  time  difficult  to  handle? 

Vohs:    Yes,  especially  in  the  two  California  regions,  because  being  a 
hospital-based  direct  service  plan,  we  needed  to  have  our  own 
hospital  beds.   We  had  a  goal  at  that  time  of  one  physician  for 
every  thousand  members,  and  we  strove  for  two  hospital  beds  for 
every  thousand  members.   We  later  changed  the  formula  downward  as 
we  became  more  efficient;  for  hospital  beds  we  got  down  to  1.2 
beds  per  thousand  members.   And  on  the  physician  side  we  lowered 
the  ratio  to  one  per  700  members.   We  had  to  increase  the  number 
of  physicians  portion  of  the  formula. 

So,  when  we  brought  on  large  numbers  of  members,  that  meant  we 
had  to  have  additional  physicians,  we  had  to  have  medical  offices 
for  them,  and  we  had  to  have  hospitals.   When  you're  the  kind  of 
integrated  plan  that  we  are,  you've  got  to  keep  ahead  of  yourself 
in  terms  of  building  facilities  and  having  those  in  place  when  you 
have  the  members . 

Chall:   So  you  had  to  work  with  the  doctors,  I'm  sure,  and  they  were 

allowed  to  recruit--to  go  out  and  recruit  the  doctors  that  they 
needed,  and  nurses? 
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The  Evolving  Importance  of  the  Kaiser  Pennanente  Committee 


Vohs:    Yes.   This  was  a  period  when  the  Kaiser  Permanente  Committee  was 
really  becoming  more  of  an  important  factor  in  the  overall 
management  of  the  organization.   When  the  committee  first  started, 
it  was  more  of  a  discussion  group  in  dealing  with  some  specific 
issues  that  were  presented  to  it.   But  over  time,  it  became  a  key 
policy  recommending  body.   The  committee  couldn't  set  policy 
because  it  didn't  have  the  authority  to,  but  it  was  a  key 
determinant  in  what  the  policy  would  be.   It  was  an  important 
aspect  of  our  overall  management.   Partly  because  of  my  commitment 
to  both  the  joint  management  concept  and  to  the  independent 
regions  and  the  partnership,  this  was  a  place  where  we  could  bring 
all  the  partners  together  to  talk  about  the  issues  that  we  were 
facing. 

Chall:   How  often  did  the  committee  meet? 

Vohs:    Originally,  we  met  twice  a  year,  but  we  also  had  special  meetings 
if  particular  issues  came  up.   During  the  period  of  the  wage/price 
freeze,  we  had  to  meet  quite  often  to  deal  with  some  of  those 
issues.   We  probably  averaged,  over  time,  meeting  three  or  four 
times  a  year. 

Chall:   Were  those  meetings  always  held  here? 

Vohs:    No,  we  would  have  them  off -site,  that  is,  away  from  any  of  the 
regional  offices  or  the  Central  Office.   Most  of  them  were  off- 
site.   We'd  meet  in  Monterey  or  sometimes  in  San  Francisco,  and 
sometimes  in  the  other  regions.   But  in  the  early  years,  this  was 
when  I  was  regional  manager  in  southern  California  and  Karl  Steil 
was  regional  manager  in  northern  California—the  meetings  were 
primarily  an  exchange  of  information. 

At  one  point  I  pulled  Karl  Steil  aside  and  said,  "You  know,  we 
either  ought  to  cancel  these  meetings  or  do  something  to  make  them 
worthwhile.   I'm  not  putting  any  effort  into  these  meetings,  I'm 
not  trying  to  make  it  a  better  meeting,  and  I  don't  think  you  are 
either.   We're  just  attending  the  meetings  and  making  reports  to 
each  other,  and  we  really  should  make  something  more  of  this 
committee.   I  think  it's  important."   He  agreed,  and  so  then  we 
really  tried  to  make  it  more  than  just  one  in  which  we  exchanged 
information;  we  began  to  deal  with  the  important  issues  we  were 
facing. 

Chall:   You  brought  the  issues  to  them? 
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Vohs:    That's  right,  and  so  did  our  other  key  managers. 

Chall:   And  then  they  would  discuss  them?   Who  put  the  issues  on  the 
agenda? 

Vohs:  Whoever  was  the  chair.  We  had  a  person  always  who  served  as  the 
liaison  that  worked  with  the  chair  to  do  the  phone  calls  and  the 
details. 

Chall:   From  the  Central  Office? 

Vohs:    Yes.   And  also  from  some  of  the  regions.   Quite  often  we  used 

people  from  the  Northern  California  Region—eventually  from  the 
Central  Office. 

Chall:   Would  they  contact  you  to  find  out  if  you  had  any  ideas  for  the 
agenda? 

Vohs:    You  bet. 

Chall:   And  I'm  sure  you  did. 

Vohs:    Yes,  that's  right.   Once  we  really  got  talking  about  issues,  it 
was  just  apparent  that  any  time  issues  came  up  they  would  be 
discussed  at  the  Kaiser  Permanente  Committee  meeting.   It  was 
especially  important  in  retaining  the  concept  of  the  independence 
of  the  regions  and  joint  management. 

Chall:   Otherwise  somebody  is  going  to  take  over  in  the  vacuum. 

Vohs:    The  design  of  the  organization  is  not  balanced.   When  I  was 
chairman  and  president,  I  ran  the  Health  Plan  and  Hospitals 
organizations.   A  typical  hierarchical  form  of  management.   On  the 
medical  group  side,  there  were  at  one  time  just  four  medical 
directors  and  then  there  were  six  and  then  eventually  twelve.   But 
medical  groups  weren't  organized  like  the  Health  Plan,  each  was 
separate  and  independent.   We  needed  the  Kaiser  Permanente 
Committee  to  provide  for  joint  decision  making  and  for  joint 
discussion  of  issues  affecting  the  program  and  to  give  greater 
balance  to  the  partnership.   Otherwise,  the  Health  Plan  and 
Hospitals  could  operate  independently  and  let  the  doctors  just 
manage  the  medical  activities.   But  that  wasn't  in  concert  with 
the  idea  of  partnership  and  joint  management.   We  wanted  to  have  a 
way  in  which  their  voices  were  heard  on  financing  issues,  on 
legislative  issues,  and  on  other  key  program-wide  matters. 

Chall:   And  they  were  interested? 


Vohs:    Yes,  adamantly.   That  was  the  Tahoe  agreement.   This  was  to  be  a 
true  partnership  between  the  Health  Plan  and  Hospitals  and  the 
medical  groups.   We  wanted  to  continue  that. 

Chall:   Were  there  many  differences  of  opinions  among  the  doctors? 

Vohs:    Yes.   In  some  ways,  there  was  more  agreement  between  some  of  the 

medical  directors  and  some  of  us  in  Health  Plan  and  Hospitals  than 
there  was  among  themselves.   They  were  not  uniform  in  their  views 
at  all.   There  was  a  lot  of  differences  of  opinion  among  the 
medical  directors. 

We  also  had  difficulty  in  trying  to  determine  when  we  came  to 
consensus.   We  always  tried  to  give  the  California  regions  more  of 
a  weighted  vote  than  we  gave  to  the  smaller  regions,  and  we  tried 
to  avoid  votes.   We  tried  to  just  deal  with  consensus.   On  an 
issue  like  advertising--!  was  opposed  to  advertising  and  so  was 
Bob  Erickson,  but  after  discussing  it  over  a  number  of  years  a 
consensus  was  reached  to  advertise  even  though  Bob  Erickson  and  I 
were  opposed  to  it. 

We  got  to  a  point  on  some  of  the  expansion  issues—whether  we 
were  going  to  expand  to  a  certain  geographic  area  or  not  —  that  we 
did  take  votes.   On  one  issue:  could  one  medical  director  of  one 
large  medical  group  veto  what  the  rest  of  the  committee  favored? 
Well,  in  the  opinion  of  that  medical  director,  he  could.   In  the 
view  of  the  rest  of  us,  he  couldn't.   Touchy  issues  like  that  were 
hard  to  resolve. 

Chall:   But  they  gradually  worked  themselves  out. 

Vohs:    Yes.   Jerry  Phelan  one  time  said  that  the  definition  of  consensus 
is  like  the  definition  of  pornography:  you  know  it  when  you  see  it 
but  you  can't  define  it  [laughter]. 

Chall:   So  you  just  had  to  feel  your  way. 

Vohs:    Yes.   Managing  is  a  very  challenging  task.   Managing  in  a  medical 
care  situation  is  extremely  challenging  because  you're  dealing 
with  human  lives,  and  it's  a  very  complicated  system.   Managing  in 
a  system  in  which  you  have  joint  management  with  physicians  is 
extraordinarily  challenging  [chuckle]. 

Chall:   Was  it  you  who  said  it  was  like  herding  cats? 

Vohs:   Yes  [laughter]. 

Chall:   Well,  you  handled  it  and  somehow  made  it  through. 
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I  don't  know  what  else  you  might  like  to  talk  about  in  this 
particular  time  frame? 


Appointments  to  CEO  (1978)  and  Chairman  (1980) 


Vohs :    Oh,  I  don't  know  that  there's  anything  here.   Eventually  the  issue 
came  up  when  I  was  president  and  Edgar  Kaiser  was  the  chairman  and 
the  chief  executive  officer.   One  of  the  executives  of  one  of  the 
other  Kaiser  companies  said  to  Edgar  one  day,  "You  know,  Edgar, 
you  really  should  not  be  the  chief  executive  officer.   You  are  not 
functioning  as  the  chief  executive  officer."   He  was  thinking  of 
it  more  in  terms  of  Edgar's  liability,  of  having  the 
responsibility  but  not  exercising  it,  and  that  it  was  wrong.   That 
stimulated  Edgar  to  make  the  decision  to  appoint  me  chief 
executive  officer. 

Chall:   I  understand  that  that  was  put  off  for  quite  some  time  because  of 
a  flap  about  Edgar  Kaiser,  Jr. 

Vohs:    That  flap--I  don't  recall  the  timing.   It  was  not  put  off  though 
for  that  reason.   It  didn't  come  up  until  1978  that  I  was  made 
chief  executive  officer,  so  it  was  three  years  after  I  was  named 
president . 

Chall:   What  happened? 

Vohs:    Do  you  want  to  go  into  the  flap? 


Taking  a  Stand  on  Principle 


Chall:   Yes,  you  might  as  well,  because  Mr.  Erickson  discussed  it,  so  I 
think  you  probably  should  give  me  your  side. 

Vohs:    Mr.  Kaiser  asked  me  one  time  to  put  Edgar  Kaiser,  Jr.,  on  the 

board.   He  said  we  could  remove  Henry  Meade  Kaiser  and  put  Edgar, 
Jr.  in  his  place.   Now  Edgar  Kaiser,  Jr.,  did  not  have  a  good 
reputation  within  the  Kaiser  companies  or  in  general.   He  just  did 
not  have  a  good  reputation.   I  told  Mr.  Kaiser  that  I  did  not  want 
to  put  him  on  the  board,  that  if  he  wanted  to  put  his  other  son, 
Kim,  on  the  board,  that  was  fully  acceptable;  or  if  he  wanted  to 
name  any  of  his  three  daughters  to  the  board,  that  would  be 
acceptable,  and  that  there  was  no  reason  to  take  Henry  Meade  off 
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the  board.   While  I  didn't  think  Henry  Meade  made  much  of  a 
contribution  to  the  board,  I  said  he  would  never  be  a  problem  to 
me.   Obviously,  it  was  hard  to  say  to  a  father  that  you  didn't 
want  one  of  his  sons  on  the  board.   That  kind  of  sat  for  a  while, 
and  nothing  happened. 

Then  he  came  to  me,  1  guess  it  was  when  I  was  being  named 
chairman,  and  said  that  he  would  like  to  bring  Edgar,  Jr.  on  the 
board  and  then  eventually  he  could  replace  me  as  president.   Again 
I  said  no,  that  that  would  not  be  acceptable.   He  then  went  to  the 
Committee  on  Board  Composition  to  make  the  same  proposal  to  them. 
Polly  Bunting  was  the  chair  of  that  committee. 

Chall:   You  called  her  "Polly"? 

Vohs :    Yes--Mary  Bunting.   Polly  Bunting  was  the  chair,  Mitch  Spellman 
was  on  the  committee,  and  a  third  person,  but  I  don't  recall  who 
that  was  now.   Mr.  Kaiser  decided  to  go  around  me,  go  to  the 
committee  proposing  to  bring  his  son  on  the  board  eventually  to 
become  president  and  then  chairman  of  the  board  when  I  retired. 
Polly  and  Dr.  Spellman  talked  to  me,  and  then  met  with  Mr.  Kaiser. 
Quite  succinctly,  Polly  said  to  him,  "No,  Mr.  Kaiser,  that  would 
not  be  the  thing  to  do  now."   The  idea  went  away  and  never  came  up 
again. 

Chall:   Mr.  Erickson  told  me  that  he  advised  you  that  if  it's  a  question 

of  putting  Edgar  Kaiser  on  the  board  or  your  losing  your  position, 
that  you  might  as  well  just  put  him  on  the  board.   You  refused, 
and  he  thought  this  was  extraordinarily  significant,  to  indicate 
that  you  wouldn't  back  down  if  you  had  a  principle. 

Vohs:    To  me,  it  was  critical.   I  understood  what  he  was  saying,  but  for 
the  long-term  future  of  the  program  I  felt  it  absolutely  essential 
that  Edgar,  Jr.  not  come  on  the  board.   I  was  prepared  to  go  and  I 
really  thought  I  would  have  to. 

Chall:   Is  that  so?   Edgar  Kaiser  was  that  determined? 

Vohs:    Oh,  he  was  furious.   In  fact,  my  wife  and  I  were  looking  at  buying 
a  house  in  Carmel  at  that  time--it  was  a  wonderful  house;  we  wish 
we  had  bought  it  because  it  was  terrific,  especially  if  you  look 
at  the  price  that  it  was  then  and  what  it  would  be  now—and  we 
decided  not  to  go  ahead  with  it  because  I  was  quite  certain  I 
might  be  leaving.   I  was  certainly  prepared  to  go.   You  don't  tell 
a  father  that  his  son  is  not  acceptable.   It's  a  hard  thing-- 
especially  if  the  father  is  the  chairman  of  your  board. 
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I  think  when  he  came  away  from  the  meeting  with  Polly,  he 
realized  that  he  might  not  have  the  board  with  him. 

II 

Vohs :    It  was  a  little  dicey. 

Chall:   Has  anything  like  that  occurred  since  —  that  was  that  close  to  your 
having  to  leave  over  principle? 

Vohs:  Yes,  but  it's  probably  something  that  I'd  rather  not  talk  about. 
I'd  be  happy  to  share  it  with  you  off  the  record,  but  I'd  really 
prefer  not  to  say  it  on  the  record. 

Chall:   So  there  were  other  aspects  being  the  leader  that  weren't  easy? 

Vohs:    It  was  some  time  later  that  Edgar  developed  cancer.   It  was  clear 
that  it  was  terminal  with  him.   He  had  undergone  a  lot  of 
treatment.   We  kept  Gene  Trefethen  on  the  board  past  seventy,  to 
seventy-two,  during  that  period  just  because  I  was  so  concerned 
about  Edgar.   If  something  happened  to  him,  I  wanted  Gene  to  stay 
on.1 

Chall:   Continuity. 

Vohs:    Yes. 

Chall:   You  were  named  chairman  in  1980. 

Vohs:  Yes.  In  1980  I  was  named  chairman.  In  ' 78  I  was  named  CEO.  So 
this  period  that  you  have  here  [looking  at  interviewer's  notes], 
April  '78  to  March  '80,  I  was  president  and  CEO,  and  then  it  was 
in  '80  that  I  was  named  chairman. 

Chall:   What  was  the  reason  for  the  assumption  of  that  title  of  CEO?   What 
does  it  mean? 

Vohs:    It  is  the  real  legally  responsible  officer  for  an  organization, 
whoever  is  the  chief  executive  officer.   Whether  the  title  is 
chairman,  vice  chairman,  president,  or  whatever,  the  person  who  is 
the  CEO  has  the  legal  responsibility  for  the  organization.   Some 
organizations  have  the  president  as  CEO,  and  some  of  them  have  the 
chairman  as  the  CEO. 

Chall:   That  was  the  one  that  Edgar  Kaiser  held. 


:Edgar  Kaiser  died  in  1981. 
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Vohs:    That  was  the  one  that  he  had  held  up  until  1978,  and  then  it  was 
another  Kaiser  Industries  executive  who  said  to  him,  "You  should 
not  be  the  CEO,  because  you're  not  functioning  as  the  CEO,  and  you 
really  are  liable."   He  gave  it  up  then  and  made  me  the  CEO. 

Chall:   Aside  from  having  the  title,  it  didn't-- 

Vohs:    It  didn't  change  a  thing,  because  I  had  been  functioning  as  the 
CEO. 

Chall:   I  think  we  will  go  on  into  the  eighties,  which  were  really 
crucial,  the  next  time  around. 
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V   THE  CENTRAL  OFFICE,  1971-1992  (CONTINUED):  EXPANSION;  THE 
PROBLEMS  OF  GROWTH  AND  COMPETITION 


[Interview  4:  April  9,  1997] 


Expansion  into  Various  Regions  of  the  United  States 


Chall:   We're  going  to  start  today,  I  think,  with  expansion.   Dealing  with 
the  six  new  regions  that  you  brought  into  Kaiser  Permanente,  and 
then  the  satellites  in  Washington  state  (Kelso)  and  northern 
California  (Stockton,  Fresno). 


Dallas,  Texas,  1979,  1982 


Vohs:    If  you  go  back  to  1969,  which  was  when  we  expanded  to  Ohio  and  to 
Colorado,  you'll  see  that  we  didn't  expand  again  until  1979. 
That ' s  when  we  went  into  the  arrangement  in  Texas  with  the 
Prudential  Life  Insurance  Company. 

Chall:   That  was  your  joint  venture? 

Vohs:    That's  right.   Prudential  had  come  to  us  earlier  and  had  wanted  us 
to  join  with  them  in  a  venture  in  Texas,  in  Houston.   At  the  time, 
we  decided  that  it  just  wasn't  a  good  time  for  us  to  be  expanding. 
I  can't  remember  exactly  the  year,  but  it  was  probably  four  or 
five  years  before  we  did  go  to  Dallas  with  them. 

Chall:   Actually,  I  have  1982  when  you  finally  took  it  over. 

Vohs:    Yes,  that's  when  we  took  it  over,  but  we  started  the  venture  in 

'79,  and  they  had  contacted  us  maybe  in  '74  to  do  Houston,  and  we 
turned  them  down.   Then  they  came  back  to  us  when  they  wanted  to 
do  Dallas.   The  way  we  got  involved  with  them  was  when  they  asked 
us  to  work  with  them  to  do  a  feasibility  study  in  Dallas.   We  did 
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the  feasibility  study,  and  when  we  completed  it,  and  a  prepaid 
group  practice  plan  was  clearly  feasible,  they  said,  "Well,  how 
about  joining  with  us  to  establish  a  plan?"   Their  interest  was  in 
learning  how  a  group  practice  prepayment  plan  operates.   I  think 
from  the  standpoint  of  the  Prudential  executives,  they  understood 
that  the  future  of  health  care  coverage  was  not  going  to  be 
indemnity  insurance  but  it  was  going  to  be  other  forms  of 
prepayment.   So  they  wanted  to  kind  of  get  ahead  of  the  field. 
They  wanted  to  learn  how  these  group  practice  plans  operate  and  to 
make  an  evaluation  of  how  it  operated. 

Chall:   So  how  did  you  work  together? 

Vohs :    We  set  up  a  board  of  directors  that  was  composed  of  both  Kaiser 
Permanente  executives  as  well  as  Prudential.   These  were  all 
internal  board  members.   There  were  no  outside,  independent 
directors  at  all. 


Chall: 
Vohs: 


Anyway,  on  the  basis  of  the  feasibility  study  we  thought  a 
group  practice  plan  would  succeed  there.   We  went  into  a  joint 
venture  with  them,  set  up  a  separate  board  of  directors  and  called 
it  Kaiser  Prudential.   As  I  say,  the  board  was  composed  of 
operating  people.   I  was  chairman  of  the  board.   We  transferred 
three  people  from  Prudential  to  be  part  of  management.   One  person 
was  the  Health  Plan  manager,  one  was  an  assistant  clinic  manager, 
and  one  was  a  financial  manager.   Then  we  appointed  the  regional 
manager  and  had  control  of  the  operations. 

It  worked  for  three  years,  and  then  Prudential  came  to  us  and 
said  in  effect,  "We've  learned  what  we  wanted  to  learn,  so  if  you 
want  to  take  it  on  and  just  have  it  as  a  Kaiser  Permanente 
operation,  go  ahead."   That  was  our  plan  anyway.   The  contract 
called  for  a  five-year  joint  venture,  but  since  they  felt  they  had 
learned  what  they  wanted  to  learn  and  wanted  to  pull  out,  we  were 
satisfied  with  that.   So  we  agreed. 

Prudential  then  went  on  to  Austin,  and  later  they  did  a  few 
other  group  practice  types  of  plans  in  other  areas  of  the  country 
--a  little  differently  than  we  did.   They  tried  a  variety  of 
alternative  organizations  over  time.   They  still  have  a  fairly 
diverse  group  of  operations  that  have  supplemented  or  complemented 
their  indemnity  in  health  insurance. 

You  in  effect  set  up  a  competition. 

Yes,  at  that  time  our  concern  was  not  so  much  expansion  for 
ourselves.   We  really  believed  in  group  practice  prepayment,  and 
we  wanted  to  see  it  expand,  and  we  realized  we  weren't  going  to  go 
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all  over  the  country.   If  we  could  get  others  to  do  it,  then  we 
felt  we  were  carrying  out  part  of  our  mission.   That's  why  we  set 
up  Kaiser  Permanente  Advisory  Services  —  same  idea.   We  were  not 
going  to  be  able  to  do  it,  so  let's  see  if  we  can  get  others  to  do 
it.   Other  organizations  that  we  would  have  confidence  in  that 
could  do  it  right.   Prudential  met  our  criteria  easily. 

Chall:   When  you  took  it  over  you  put  Max  Brown,  Jr.,  in  there  as  regional 
manager.   Had  he  been  there  already? 

Vohs :    We  put  him  in  right  away,  from  the  very  beginning.   We  moved  him 
from  Colorado  to  Dallas.   One  of  the  things  that  we  did  that  was 
critical  to  us  at  that  time  was  to  be  sure  that  the  Permanente 
Medical  Groups  took  on  the  responsibility  for  the  organization  of 
medical  services.   When  we  had  gone  to  Colorado,  for  instance,  the 
Southern  California  Permanente  Medical  Group- -Dr.  Raymond  Kay,  who 
was  the  medical  director  there—had  the  responsibility  to  organize 
the  Colorado  Permanente  Medical  Group.   In  the  case  of  Texas,  Hart 
Baker,  who  was  the  medical  director  of  southern  California,  had 
the  responsibility  for  that.   Paul  Lairson  had  been  in  the 
Northern  Permanente  Medical  Group  and  had  had  some  experience,  on 
leave,  with  Group  Health  in  Washington,  was  the  first  medical 
director.   He  really  hired  the  other  physicians  in  Texas.   He 
recruited  three  outstanding  pediatricians  that  came  over  from  the 
University  of  Texas  Medical  School  to  join  Kaiser  Permanente. 
Hart  Baker  was  sort  of  the  oversight  from  the  standpoint  of  the 
Permanente  Medical  Groups.   I  mentioned  that  because  it  was  really 
fundamental  in  our  view  that  the  Permanente  Medical  Groups  have 
responsibility  for  organizing  the  new  medical  group.   It  was 
fundamental  in  their  view  because  they  felt  that  any  medical  group 
that  had  the  name  "Permanente"  in  it,  they  wanted  to  be  assured  of 
the  quality  of  the  physicians  and  the  quality  of  care.   So  they 
wanted  to  have  a  role. 

Chall:   So  that  was  number  one  expansion,  in  a  way. 

Vohs:    Yes. 

Chall:   And  then  Georgetown-- 

Vohs:    Well,  in  a  way  it  was  sort  of  number  four.   If  you  count  Hawaii, 
Colorado,  and  Ohio-- 

Chall:   I  see.   I  was  just  thinking  of  the  six  new  ones. 

Vc.is:    Most  of  us  think  of  it  from  the  standpoint  of  the  original  three: 
northern  California,  southern  California,  and  Oregon,  which  were 
all  started  during  the  war.   And  then  Hawaii-- 
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Chall:   Hawaii,  that's  four,  and  then  Denver  and  then  Ohio  or  vice-versa, 
whichever  came  first. 


Georgetown  (Mid-Atlantic  States  Region) ,  1980 

Vohs :    Right.   And  then  Texas.   And  then  in  1980  came  Georgetown. 
Chall:   Which  then  became  the  Mid-Atlantic  States  Region. 

Vohs:    Yes.   It  took  a  while  before  we  changed  it  to  the  Mid-Atlantic 

States.   It  was  called  the  Georgetown  University  Community  Health 
Plan  originally.   The  acronym  was  GUCHP.   We  named  it  Kaiser 
Georgetown  Community  Health  Plan  after  we  took  it  over.   Later, 
because  we  didn't  really  operate  in  Georgetown,  we  didn't  even 
have  medical  offices  there,  we  thought  it  was  inappropriate  and  so 
we  dropped  it  and  went  to  "Mid-Atlantic  States." 

Acquiring  GUCHP  was  opportunistic  —  in  the  same  way,  in  a 
sense,  that  Ohio  and  Colorado  had  been.   There  was  a  plan  there, 
it  was  struggling  and  having  problems,  and  they  came  to  us  and 
said,  "Could  you  help  us?"   Originally,  when  they  came  to  us  and 
asked  for  help,  they  just  wanted  some  advice  and  counsel.   We  sent 
a  few  people  back  to  help  them.   But  when  our  people  saw  what  was 
going  on  they  realized  that  GUCHP  was  in  much  deeper  financial 
trouble  than  their  board  or  managers  realized.   And  even  though 
they  had  one  person  on  the  board  who  was  an  important  executive  in 
a  CPA  firm,  even  he  didn't  seem  to  recognize  how  desperate  things 
were. 

Of  course,  the  university  did  not  want  to  be  operating  a 
money-losing  program.   So  then  they  came  to  us  and  said,  "Would 
you  merge  with  us?   Take  us  over?"   We  said  yes,  and  the  reason- 
in  my  mind--it  was  important  to  us  was  that  having  a  successful 
group  practice  prepayment  plan  in  Washington,  D.C.,  under  the  nose 
of  Congress,  could  be  valuable  to  us  in  the  future  in  terms  of 
federal  legislation.   To  have  a  plan  that's  not  performing  well  or 
that  goes  bankrupt  wouldn't  help  us  in  terms  of  our  legislative 
agenda  and  dealing  with  legislative  issues. 

Early  on,  we  had  considered  going  to  Washington—a  long  time 
ago  —  but  had  decided  not  to  because  Group  Health  Association  was 
there.   It  was  a  group  practice  prepayment  plan  so  we  thought  that 
we  didn't  want  to  come  into  Washington  and  be  a  competitor.   We 
had  always  rejected  the  notion  of  going  to  Washington,  even  though 
we  wanted  to  see  a  plan  of  high  reputation  there,  and  Group  Health 


103 


didn't  meet  that,  in  our  view, 
want  to  compete  with  them. 


But  they  were  there,  and  we  didn't 


Now  in  1980  this  was  a  different  situation.   The  Georgetown 
University  plan  was  already  there,  it  was  in  operation,  albeit 
struggling,  and  it  was  important  from  our  standpoint  that  it  not 
fail,  so  we  took  it  over.   But  the  acquisition  would  not  have 
happened  if  Alain  Enthoven  had  not  been  a  key  player  in  the 
process . 

Chall:   How  did  he  figure  in  it? 

Vohs :    When  they  were  scheduling  the  board  meeting  to  discuss  our 
acquisition  of  it,  it  was  clear  to  me  that  there  would  be 
resistance  on  the  part  of  some  members  of  the  board  to  Kaiser 
taking  the  plan  over.   Even  though  the  management- -the  key 
physicians  and  managers—believed  that  it  was  the  right  thing  to 
do,  we  understood  that  there  was  some  resistance.   The  night  that 
they  were  to  have  the  meeting,  in  talking  to  their  CEO,  Dr.  Matt 
McNulty,  I  suggested  that  they  might  want  to  invite  Alain  Enthoven 
to  the  meeting.   McNulty  agreed,  and  so  they  invited  Alain  to  that 
meeting.   As  it  turned  out,  the  meeting  went  until  almost  three  in 
the  morning. 

Chall:   Were  you  there? 

Vohs:    1  was  in  Washington,  I  was  in  a  hotel  room,  I  was  standing  by  if 
there  were  any  discussions  or  negotiations  to  be  made.   So  Alain 
went  to  the  meeting  and  was  a  major  factor  in  convincing  them  to 
merge  with  Kaiser.   They  eventually  voted  to  do  it,  but  they  had  a 
couple  of  conditions.   I  met  with  them  about  four  o'clock  in  the 
morning,  with  the  attorney  that  represented  them.   He  was  a 
superb,  broad-thinking  individual,  and  we  closed  the  deal. 

Chall:   It  took  all  night  though. 

Vohs:    Practically.   Again  I  say,  I  don't  think  the  board  realized  what 
deep  financial  trouble  they  were  in.   When  we  took  over  the  plan, 
I  don't  remember  the  numbers  exactly,  but  it  was  reported  they  had 
about  28,000  or  30,000  members.   When  we  made  our  count,  it  was 
more  like  22,000.   Their  records  just  weren't  that  accurate.   They 
were  in  desperate  shape. 

Chall:   They  were  in  desperate  financial  shape,  but  how  was  the  health 
plan  itself  in  terms  of  their  doctors? 

Vohs:    They  had  some  very  good  physicians.   Because  it  was  connected  to 

Georgetown  University,  they  were  using  the  university  services  and 


10A 


they  were  using  the  other  specialists  that  were  connected  with  the 
medical  school.   That's  always  a  much  more  expensive  operation. 
That  was  part  of  their  problem;  they  really  didn't  have  people  who 
had  had  experience  in  managing  one  of  these  plans.   The  key 
medical  director  was  an  academician;  he  was  a  fine  physician,  but 
he  wasn't  trained  as  a  manager  or  administrator.   There  were  some 
very  good  people  but  we  brought  in  a  number  of  our  own  personnel 
to  take  over,  including  the  medical  director. 

Chall:   You  brought  in  the  medical  director  too? 
Vohs:    Yes. 

Chall:   I  didn't  take  down  the  names  of  medical  directors,  but  they're  all 
in  your  annual  reports. 

Vohs:    Yes.   Wayne  Alberts  was  the  medical  director  that  we  brought  in. 

But  when  we  first  took  control,  we  brought  in  Dan  Wagster,  who  was 
regional  manager  in  our  Oregon  Region,  and  Dr.  Marvin  Goldberg, 
the  medical  director  in  Oregon,  to  take  over.   Marv  to  take  over 
the  medical  group  and  Dan  to  take  over  the  Health  Plan  operation. 
But  that  was  simply  because  we  had  to  have  somebody  on  the  scene 
right  away,  because  the  acquisition  took  effect  immediately,  once 
we  had  struck  the  deal.   So  we  had  to  have  our  own  top  managers 
there.   Eventually  we  brought  in  Wayne  Alberts,  who  was  an 
assistant  physician  in  chief  at  our  Redwood  City  Medical  Center, 
to  be  the  medical  director. 

Chall:   David  Pockell  had  come  from--? 

Vohs:    He  came  from  southern  California.   We  had  brought  him  in  from 

southern  California  to  be  the  regional  manager.   We  transferred 
Alan  Silverstone,  who  was  an  assistant  clinic  manager  in  Redwood 
City,  to  run  the  medical  offices.   So  those  were  the  three  key 
people,  plus  Dick  Barnaby  from  southern  California  to  be  the  chief 
financial  officer.   Dick  is  now  president  of  Health  Plan  and 
Hospitals . 

Chall:   So  you  had  to  think  about  whom  you  wanted  to  put  in  there  and 
shift  all  around. 

Vohs:    Right,  and  do  it  fairly  quickly.   We  had  to  put  people  in 

immediately  on  an-  interim  basis  and  then  on  a  more  permanent 
basis.   Actually,  it  was  a  very  good  team;  they  did  very  well,  and 
that  program  has  done  superbly.   It  has  grown  faster  than  all  of 
our  other  regions.   I  think  it  has  now  surpassed  even  the  Portland 
program  in  terms  of  membership.   They've  done  a  very,  very  good 
job.   Dave  Pockell  was  a  superb  manager. 
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Chall:   Now  he's  here  as  manager  of  the  Northern  California  Region  [April 
1997]  . 

Vohs :  Now  he ' s  gone . 

Chall:  Oh,  now  he's  gone? 

Vohs:  That's  right-- just  about  a  month  ago. 

Chall:  Where  did  he  go? 

Vohs:    He  was  asked  to  resign.   He  and  Hugh  Jones.   Hugh  was  the  regional 
manager  in  southern  California  and  David  was  here  in  northern 
California.   They  were  both  asked  to  resign. 

Chall:  Within  the  last  few  months? 

Vohs:  Yes.   Well,  within  the  last  six  weeks. 

Chall:  Well,  we'll  probably  talk  again  about  Mr.  Pockell  because-- 

Vohs :  Yes,  because  later  he  played  a  broader  role  in  our  expansion. 

Chall:   You  expanded  into  Baltimore,  and  that  became  part  of  the  Mid- 
Atlantic  Region. 

Vohs:    Yes.   That  was  just  part  of  the  expansion  of  that  region. 


Chicago,  Briefly  Considered 


Chall:   I  understand  that  just  before  going  into  Georgetown  there  had  been 
some  consideration  of  going  into  Chicago,  and  Dr.  Packer  at  that 
time  was  opposed  to  Chicago.   I  don't  know  whether  he  was  opposed 
to  Chicago  per  se,  but  he  felt  that  you  couldn't  handle  the 
upcoming  Washington,  D.C. /Georgetown  region  and  Chicago  at  the 
same  time.   Am  I  correct  about  that? 

Vohs:    Well,  I'd  put  it  a  little  differently  because  not  everyone  knew 

about  the  possibility  of  going  into  Chicago.   There  may  have  been 
some  information  about  it  —  I've  forgotten  exactly—but  the 
decision  was  based  on  my  knowledge  of  the  fact  that  we  were  going 
to  be  asked  to  go  into  Washington.   I  was  certain  of  that,  because 
by  this  time  we  had  already  sent  some  personnel  back  to  Washington 
to  be  working  with  them,  and  it  was  very  clear,  in  my  view,  the 
direction  it  was  going.   It  was  my  judgment  that  given  the 
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attitude  of  the  medical  groups,  which  was  not  really  favorable  to 
expansion,  if  we  went  to  Chicago  we  would  never  be  able  to  also 
expand  to  Washington.   So  I  elected  to  pass  on  Chicago  because  I 
thought  Washington  was  the  more  important  place  for  us  to  be.   But 
I'm  not  sure  the  medical  groups  knew  at  that  time  how  fast 
Washington  was  moving  along. 

Chall:   Would  something  like  this  have  been  taken  up  in  the  Kaiser 
Permanente  Committee? 

Vohs:   Absolutely,  yes.   That's  where  we  discussed  it.   And  then,  of 
course,  we  had  to  discuss  it  with  our  respective  boards  of 
directors.   You  know,  all  of  these  decisions  came  out  of  the 
Kaiser  Permanente  Committee.   We  really  shared  the  decision  making 
with  the  medical  groups,  and  it  served  as  the  place  where  these 
kind  of  decisions  were  made,  so  that  by  the  time  we  went  to  the 
board  of  directors  we  were  all  together  on  what  we  wanted  to  do. 


The  Medical  Groups  Views  on  Expansion 


Chall:   Generally,  you  say,  the  doctors  were  not  really  supportive  of 
expansion  in  general? 

Vohs:    Well,  they  weren't  favorable.   They  didn't  see  the  value  of 

expansion.   In  fact,  they  saw  problems.   First  of  all,  they  saw 
that  there  could  be  a  financial  drain  on  the  program  if  these 
expansions  didn't  work  out,  and  the  only  place  the  financing  could 
come  from  was  from  Health  Plan  and  Hospitals  which  could  in  fact 
weaken  the  financial  position  of  Health  Plan  and  Hospitals. 

I  think  they  also  saw  that  it  would  be  a  drain  on  management, 
that  we  would  have  to  pull  management  out  of  current  operating 
regions,  and  I  think  in  some  ways  they  saw  it  as  a  competition  for 
recruiting  physicians.   Here  would  be  another  group  that  would  be 
looking  for  hiring  physicians,  and  they'd  be  competing  for  those 
physicians.   There  may  have  been  some  concerns  about  the  quality 
of  these  potential  acquisitions  and  whether  they  would  be  up  to 
the  standard  of  the  Permanente  Medical  Groups.   They  saw  these 
unfavorable  possibilities,  and  they  didn't  see  much  on  the  plus 
side . 

I  always  felt  that  if  we  had  been  a  for-profit  organization, 
and  the  doctors  held  shares  in  the  organization  so  that  they  could 
see  some  financial  benefit  to  them  coming  out  of  this,  they  might 
have  had  a  different  point  of  view.   But  there  was  no  up  side  for 
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them.  Even  if  these  new  plans  were  successful,  it  didn't  mean 
that  the  existing  physicians  and  medical  groups  would  share  in 
that  financial  gain. 

Chall:   Because  each  one  was  on  his  own,  in  his  own  region. 

Vohs:    That's  right.   When  I  say  they  weren't  in  favor,  I'm  not  trying  to 
be  critical  of  them.   On  the  other  hand,  from  the  Health  Plan  and 
Hospitals  standpoint,  we  saw  other  values  in  expanding.   From  my 
standpoint,  I  thought  it  would  be  important  for  us  to  be  seen  as  a 
national  organization  and  not  just  a  West  Coast  anomaly.   Scott 
Fleming  would  underscore  the  value  of  operating  in  other  states  in 
terms  of  our  legislative  influence.   In  terms  of  contracts  with 
major  employers  for  members,  there's  great  value  to  being  in  other 
geographic  areas  of  the  country.   And,  again  going  back  to  our 
belief  in  group  practice  prepayment  and  our  mission,  we  were 
spreading  the  gospel.   And  especially  the  Washington,  D.C.  one  was 
so  important  in  that  regard. 


Connecticut  (Northeast  Region) ,  1982 


Chall:   Then  where  did  you  go  next?   Was  it  Connecticut? 

Vohs:    Yes.   In  Connecticut,  again,  it  was  an  opportunity  that  wasn't 
planned.   We  had  no  strategy  for  expansion  there,  but  the 
insurance  commissioner  in  Connecticut  called  me  because  the  plan 
in  Hartford  was  about  to  fail,  and  he  didn't  want  to  see  it  fail. 
So  he  called  me  and  asked  me  if  we  would  take  a  look  at  it.   I 
went  back  to  Connecticut  and  met  with  the  insurance  commissioner 
and  some  of  his  staff,  met  with  the  management  of  the  plan,  and 
then  met  with  individual  directors  of  the  plan.   I  decided  that 
this  was  a  plan  that  could  be  made  to  work.   Again,  I  felt  that  I 
would  get  support  from  the  medical  groups  on  this  one,  and 
although  I  didn't  think  it  would  be  an  enthusiastic  endorsement 
they  certainly  went  along  with  us.   And  we  acquired  the  Hartford 
Community  Health  Plan. 

Chall:   That  built  up  fairly  rapidly  too,  I  guess,  or  did  it?   You  started 
out  where?   In  Hartford? 

Vohs:    Yes. 

Chall:   And  then  you  went  to  White  Plains,  Westchester,  and  Stamford. 

Vohs:    Yes. 
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Chall:   And  ultimately  to  Tarrytown,  New  York. 
Vohs :    That  was  much  later. 
Chall:   Much  later--1986  and  '87. 

Vohs:    During  my  time  there  we  did  also  go  to  Providence.   It  was  a  slow 
expansion. 

Chall:   What  was  there?   A  health  plan  like  yours? 

Vohs:    Yes,  it  was.   It  was  a  group  practice  plan.   It  was  organized 
somewhat  along  the  lines  that  ours  was. 

Chall:   But  not  succeeding. 

Vohs:    But  not  succeeding.   It  was  undercapitalized  like  most  of  these 

plans,  and  they  did  not  have  a  lot  of  experienced  managers.   They 
had,  I  thought,  a  very  good  board.   Many  of  the  directors  stayed 
on  as  board  members  there.   We  felt  it  had  the  makings  of  a 
successful  plan,  but  of  course  they  were  operating  in  the 
insurance  capital  of  the  world,  so  it  was  hard  in  some  ways  to 
gain  access  to  some  of  the  employer  groups  because  there  was  some 
discouragement  on  the  part  of  the  insurance  companies  to  offering 
dual  choice.   It  took  time,  but  we  again  put  in  some  good  managers 
and  took  control  of  the  medical  group,  and  I  think  we've  had  a 
good  result.   It's  always  been  a  struggle,  and  of  course  a  lot  of 
this  came  during  some  economic  downturn.   There  was  an  economic 
downturn  in  the  early  eighties,  and  Hartford  is  one  of  those  urban 
centers  that  was  hit  pretty  hard.   But  it  has  succeeded.   Later, 
of  course,  we  did  expand  into  New  York. 

Chall:   You  put  Kathryn  Paul  in  there.   Was  that  at  the  beginning? 
Vohs:    Kate  Paul?   Yes. 

Chall:   And  how  did  you  find  her?   She's  one  of  the  first  women  I've  seen 
in  regional  management --at  the  top. 

Vohs:    Kate  Paul  had  been  a  hospital  administrator  in  northern  California 
at  our  Richmond  hospital.   During  the  course  of  my  involvement 
with  the  Northern  California  Region,  I  had  noticed  her.   She  was 
highly  regarded  in  northern  California  and  so  we  sent  her  to 
Colorado  as  head  of  the  medical  offices  there  and  managing  the 
hospital  relationships.   Even  though  we  didn't  have  a  hospital 
there.   When  it  came  time  to  identify  someone  for  the  regional 
manager's  position  in  Connecticut,  I  thought  she  would  be  the 
right  one  for  the  job.   She  was  outstanding.   She  was  excellent. 


109 


Chall:   She  stayed  there  for  a  number  of  years.   I  notice  that  eventually 
some  of  these  people  got  moved  to  other  regions. 

Vohs:    Eventually  she  went  to  Ohio,  and  now  she's  back  in  Denver  running 
the  Denver  and  Kansas  City  regions. 

Chall:   Both  regions? 
Vohs:    Yes. 

There  was  a  plan  also  in  New  York,  in  White  Plains,  that  we 
took  over,  that  we  merged  into.   Again,  it  was  a  plan  that  was 
struggling  and  was  really  not  going  to  make  it.   We  were  invited 
to  take  a  look  at  that,  and  then  I  met  with  that  board  and 
negotiated  the  merger  of  it  into  the  Connecticut  region. 

Chall:   And  you  eventually  merged  all  of  these  plans  into  the  Northeast 
Region. 

Vohs:    Yes.   We  also  took  over  a  plan  then  in  Massachusetts.   The  name  is 
evading  me.   It  was  a  small  plan. 

ti 

Vohs:    We  went  into  three  major  sites:  Hartford,  White  Plains,  and 
Amherst . 


Obtaining  Capital  for  the  Expansions 


Chall:   Between  1981  and  1982,  when  you  took  on  these  plans  that  were 

failing  financially,  what  did  you  have  to  do  about  capital  beyond 
the  need  to  go  out  and  get  members? 

Vohs:    Mainly  it  was  to  provide  operating  funds,  because  they  were 

incurring  losses  and  they  had  incurred  serious  losses.   That  meant 
putting  in  capital  from  the  standpoint  of  operations  and  it  meant 
putting  in  capital  to  build  new  facilities. 

That  was  especially  true  of  the  Georgetown  plan  when  we  took 
it  over.   Eventually  I  think  we  had  more  separate  medical  office 
facilities  located  in  the  Washington,  D.C.,  area  than  we  have  in 
any  of  our  other  locations.   You  have  to  in  the  Washington,  D.C. 
area.   It's  a  large  geographic  area,  and  you  have  to  be  in  the 
suburbs  to  attract  members,  because  there  aren't  that  many  people 
who  really  live  in  the  District;  they're  all  coming  in  from  around 
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the  District,  from  the  suburbs.   So  yes,  eventually  we  had  to  put 
in  capital. 

Chall:   You  had  to  borrow? 

Vohs:    We  included  that  as  a  total  part  of  our  financing.   We  were 

growing  rapidly  in  those  years  in  the  California  regions  and  in 
our  other  regions.   I  just  went  back  and  looked  just  to  refresh  my 
memory,  and  in  that  period  from  '79  to  '85  we  grew  a  million 
members.   The  amount  of  membership  coming  in  from  these  new 
regions  was  very  small.   These  were  20,000-member  regions,  so  that 
was  not  where  that  growth  came  from.   The  growth  came  from  the 
California  regions  and  from  our  other  established  regions.   We 
were  building  facilities  to  take  care  of  all  those  new  members,  so 
we  just  added  the  needs  of  the  new  regions  into  the  capital  plan. 

Chall:   You  had  to  borrow? 

Vohs:    Yes,  we  did.   We  went  from  relying  solely  on  the  Bank  of  America 
for  our  borrowed  capital  to  one  insurance  company,  Northwest 
Mutual,  and  then  to  all  of  the  major  insurance  companies  in  terms 
of  private  placement,  and  finally,  we  moved  into  issuing  our  own 
bonds—both  tax  exempt  and  taxable. 

Chall:   It  must  have  been  difficult  to  determine  in  these  different  areas 
how  much  you  would  charge  per  member.   The  rates  had  to  be  set 
carefully—maybe  creatively.   I  suppose  Mr.  Palmer  helped  out  on 
things  of  that  sort? 

Vohs:    Oh,  a  key  person  in  all  of  that.   Later,  Susan  Forth  came  in  as 

our  treasurer.   She  played  an  important  role  in  this.   But  we  did 
market  surveys;  we  had  to  understand  what  the  competition  was 
charging  and  what  we  felt  we  could  charge  and  still  grow.   But  it 
was  important  for  us  to  grow,  and  we  were  prepared  to  take  losses 
in  those  areas.   You  don't  come  in  on  the  basis  that  with  these 
small  memberships  you  can  have  a  financially  successful  operation 
until  you  build  membership. 


The  Southern  Region,  1984 


Chall:   So  then  North  Carolina  came  next?   Or  Georgia? 

Vohs:    They  both  came  at  the  same  time,  and  Kansas  also.   But  for  the 
first  time,  in  those  cases,  the  Kaiser  Permanente  Committee  had 
decided  that  we  should  expand  geographically  and  we  should  develop 
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a  specific  strategy  for  expansion,  and  that  the  expansion  should 
be  in  areas  in  which  we  weren't  already  operating.   We  focused 
really  on  the  South.   We  took  a  look  at  a  number  of  areas  in  the 
South.   We  looked  at  Florida,  Georgia,  and  North  Carolina.   When 
it  got  down  to  it,  we  excluded  Florida  because  there  was  too  much 
HMO  expansion  already  going  on.   There  were  many  plans  that  were 
starting  up  in  Florida.   They  had  seen  Florida  as  the  mecca.   We 
decided  to  stay  out  of  Florida. 

Then  it  got  down  to  deciding  between  North  Carolina  or 
Georgia.   Throughout  the  Kaiser  Permanente  Committee  deliberations 
there  was  a  strong  view  that  we  should  go  to  North  Carolina,  but 
there  was  also  some  strong  feeling  that  we  should  go  to  Georgia. 
As  a  compromise,  we  decided  we  would  go  to  both  places. 

Georgia  was  a  different  situation  than  North  Carolina  because 
in  Georgia  there  were  already  five  HMOs  operating,  and  we  would 
not  be  particularly  welcomed  by  state  government.   In  North 
Carolina,  the  governor  personally  called  me  and  urged  us  to  bring 
Kaiser  Permanente  to  North  Carolina.   So  from  the  very  beginning 
we  had  encouragement  from  government  and  from  some  key  people  in 
North  Carolina. 


North  Carolina 


Chall:  1  had  read  that  there  was  a  request  from  a  group  of  major 
employers  in  North  Carolina.  I  don't  know  whether  that's 
accurate . 

Vohs :    I  don't  recall  that,  although  there  was  interest  on  the  part  of 

people  in  North  Carolina,  of  course.   There  were  a  number  of  major 
companies  in  that  area,  in  Raleigh-Durham  and  in  the  research 
triangle  area--IBM,  for  instance,  was  an  employer  that  we  had  been 
serving  for  many,  many  years  at  their  IBM  plants  in  San  Jose  and 
in  Colorado.   They  were  very  favorable  to  our  going  to  North 
Carolina.   Also,  there  was  a  fellow  on  the  governor's  staff  who 
had  been  given  responsibility  to  try  to  make  some  sense  out  of 
what  was  going  on  in  terms  of  health  insurance  in  North  Carolina. 
He  played  a  very  important  role  in  paving  the  way  for  us  there. 

Chall:   I  see—that's  why  you  say  the  government  was  interested. 

Vohs:    The  governor  was  also  interested  in  bringing  industry  in.   He  was 
a  very  proactive  governor.   He  was  always  reaching  out,  and  he 
just  saw  this  as  another  part  of  building  North  Carolina. 
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Chall:   And  having  a  good  health  plan- -was  that  the  idea? 

Vohs :    Yes,  to  have  good  health  plans  to  offer  employers  and  employees. 
Then,  in  addition,  Glen  Wilson,  a  professor  at  the  University  of 
North  Carolina,  was  one  of  the  men  who  had  been  in  a  key 
management  position  in  Cleveland  when  we  took  over  the  Cleveland 
plan.   As  I  mentioned  to  you,  there  were  five  individuals  there 
that  ended  up  leaving  our  Cleveland  operation  that  became 
important  in  the  group  practice  movement,  and  Glen  was  one  of 
them.   He  was  helpful  to  us  also,  and  encouraged  us. 

We  saw  North  Carolina  as  a  very  attractive  place.   One  reason 
is  that  a  lot  of  people  were  moving  into  North  Carolina.   The 
research  triangle  area  was  a  very  dynamic  area.   It  was  an 
attractive  place  for  people  to  move  to,  so  a  lot  of  the  population 
was  made  up  of  people  who  had  recently  moved  into  the  area.   They 
are  the  ones  that  are  more  likely  to  join  a  new  kind  of  plan, 
because  they  wouldn't  have  already  established  ties  with 
physicians,  and  they  may  be  more  open.   So  we  saw  it  as  a  very 
attractive  place  to  operate. 


Georgia 


Vohs:    Georgia  was  different.   Georgia  was  more  of  a  struggle  all  the  way 
along. 

Chall:   How  did  you  go  to  Georgia? 

Vohs:    Both  of  these  programs  we  started  from  scratch.   When  we  say  "from 
scratch"  we  set  up  our  own  managers  at  all  levels,  organized  it 
and  went  through  all  the  legal  proceedings  necessary  to  get  a 
corporation  established.   We  formed  the  medical  groups,  brought  in 
the  physicians,  built  or  leased  medical  offices,  and  just  did  the 
whole  thing. 

Chall:   So  you  did  that  in  Georgia  even  though  you  said  you  had 

competition,  and  the  government  was  probably  not  encouraging.   Why 
is  that? 

Vohs:    I  think  from  the  standpoint  of  the  insurance  commissioner  in 

Georgia  there  were  already  five  HMOs  there  and  he  didn't  see  the 
need  for  more.  I  think  he  feared  too  much  competition  could  end 
up  with  several  failing  plans. 

Chall:   There  were  five  HMOs? 
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Vohs:    That's  right,  of  different  styles,  but  they  were  all  there.   From 
the  standpoint  of  the  government,  why  bring  in  one  more  of  these? 
Especially  if  it's  going  to  affect  the  financial  stability  of  the 
other  plans.   If  you  get  too  many  small  plans,  none  of  them  are 
going  to  make  it. 

Chall:   So  why  did  you  go  in? 

Vohs:    One  of  the  key  individuals  in  the  Kaiser  Peraanente  Committee,  who 
was  from  Georgia  himself—not  from  Atlanta,  but  from  Georgia  —  said 
that  if  you're  going  to  be  in  the  South,  you  ought  to  be  in  the 
Queen  City.   And  Atlanta  is  the  Queen  City  of  the  South.   His 
influence  affected  the  decision.   I  think  the  rest  of  the 
committee  was  favorable  to  North  Carolina.   It  finally  ended  up 
that  if  we're  going  to  go  to  North  Carolina,  then  we  have  to  go  to 
Georgia,  too. 

Chall:   Was  that  Dr.  Sams? 
Vohs:    Yes. 

Chall:   I  understand  you  used  community  hospitals  there.   In  fact,  you 
used  community  hospitals  in  North  Carolina  too. 

Vohs:  Yes. 

Chall:  All  the  time? 

Vohs:  All  the  time. 

Chall:  Did  you  intend  to  build-- 

Vohs:    No,  we  never  intended  to.   We  had  established  in  Denver  that  we 

could  operate  successfully  without  building  our  own  hospital  using 
community  facilities.   We  felt  that  it  made  sense  for  several 
reasons:  it  saves  both  capital  and  time.   Hospitals  are  a  major 
capital  investment  and  it  takes  five  years  from  the  time  you  start 
planning  a  hospital  to  opening  it.   Throughout  the  United  States 
at  that  time,  and  continuing,  most  communities  were  overbedded. 
So  it  didn't  make  sense  to  build  a  new  hospital  and  impose  it  on  a 
community  when  there  already  were  excess  beds.   Right  from  the 
very  beginning  in  North  Carolina  and  Georgia  we  decided  to  use 
community  hospitals. 

Chall:   Was  that  a  problem,  trying  to  get  the  hospital  people  and  the 
private  medical  people  to  accept  you? 
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Vohs :    Not  like  it  had  been  in  Denver.   It  was  different.   It  doesn't 

mean  there  weren't  some  problems  with  it,  but  there  were  really  no 
major  barriers  or  issues. 

Chall:   No  great  hostility? 

Vohs:    No.   These  were  larger  communities,  there  were  already  some  HMOs 
in  Georgia,  there  were  a  couple  in  North  Carolina  too--it  was  a 
different  time.   HMOs  were  now  being  —  people  knew  what  the  term 
meant.   When  we  went  to  Denver,  the  term  hadn't  been  invented. 
There  were  no  HMOs  as  such. 

Chall:   And  now  there  was  not  only  an  HMO  that  was  known,  but  the  federal 
government  was  encouraging  its  development. 


Treating  the  Poor 


Chall:   In  Georgia  and  in  North  Carolina  —  and  in  Washington,  D.C.,  and 
perhaps  in  these  other  communities  too  —  there  was  a  lot  of 
poverty.   What  did  you  do  about  the  people  that  were  in  the  inner 
cities  like  Atlanta,  for  example?   And  in  Washington,  D.C.?   You 
said  you  set  up  clinics.   What  about  really  poor  people? 

Vohs:    Unlike  in  California,  Hawaii,  Oregon,  and  Colorado,  where  we 

developed  specific  programs  for  Medicaid  eligibles  and  worked  out 
arrangements  with  those  states  to  cover  them  on  a  prepaid  basis, 
it  was  more  difficult  in  these  new  states  to  work  out  those  kind 
of  arrangements.   The  key  to  our  program  is  prepayment,  and  unless 
the  state  government  also  sees  that  there's  a  value  to  working  out 
some  kind  of  contract,  we  couldn't  establish  the  same 
arrangements. 

So  sorr.e  of  the  things  we  did  were  more  on  a  charity  basis 
rather  than  bringing  Medicaid  beneficiaries  in  as  we  did  in  the 
California  regions  and  the  West  Coast  regions  as  full-fledged 
members.   A  lot  of  it  was  charity  work.   A  lot  of  it  in  Georgia, 
for  instance,  and  in  North  Carolina,  was  our  physicians  opening  up 
night  clinics  or  serving  in  community  clinics,  spending  a  certain 
amount  of  their  time  there.   We  gave  a  lot,  but  we  didn't  make  the 
same  kind  of  arrangements  that  we  had  on  the  West  Coast. 

Chall:   Was  it  the  encouragement  from  management  that  the  physicians  do 
this,  or  did  the  physicians  do  this  on  their  own  initiatives? 
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Vohs :    The  kind  of  physicians  that  have  been  attracted  to  our  program  are 
socially-minded  physicians,  so  they  were  doing  this  on  their  own. 
This  was  good  leadership  within  the  medical  groups. 


Staffing  the  Regions:  Management 


Chall: 

Vohs: 
Chall: 
Vohs: 
Chall: 
Vohs  : 

Chall: 
Vohs: 


Chall; 


Vohs: 


In  North  Carolina  you  first  appointed  Alvin  Washington  as  regional 
manager. 

Yes.   He  was  an  African-American. 

And  he  was  accepted  there  with  no  problem? 

Yes. 

He  stayed  a  long  time. 

Yes,  he  did,  and  he  was  a  very  effective  manager  and  very  well 
accepted  in  North  Carolina.   And  North  Carolina's  really  a  much 
more  open,  liberal  society  than  some  other  areas  of  the  South. 

From  where  did  you  recruit  him? 

He  was  in  our  Oregon  Region.   He  was  one  of  the  individuals  that 
attended  the  group  practice  prepayment  school  at  the  Wharton 
School  of  Business  sponsored  by  the  Group  Health  Association  of 
America.   John  Boardman,  a  former  key  Kaiser  employee,  who  taught 
in  that  school,  identified  Al  as  a  person  that  he  felt  would  be 
good  to  have  in  our  organization,  and  so  we  hired  him.   I  met  him, 
talked  to  Dan  Wagster,  who  was  the  regional  manager  in  Oregon  at 
that  time,  and  Dan  interviewed  him  and  hired  him.   Al  was  our 
Health  Plan  manager  in  Oregon. 

He  had  a  good  background  with  us  in  terms  of  operating  the 
Health  Plan.   And  he  had  been  with  another  plan--I  think  it  was 
the  St.  Louis  University  plan.   He  had  run  that  plan;  it  was  a 
very  small  plan  as  I  recall. 


Then  in  Georgia  you  appointed  Edgar  Carlson, 
from? 


Where  did  he  come 


He  came  from  southern  California.   He  had  been  a  hospital 
administrator  in  southern  California. 
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Chall:   You  must  have  been  pretty  busy  [laughter]  going  around  and  trying 
to  find  the  right  managers. 

Vohs :    I  was.   And  then  over  time  we  changed  the  process.   It  really 
wasn't  fair  for  these  opportunities  to  come  about  simply  as  a 
result  of  my  identifying  people  on  my  own.   It  wasn't  really  a 
fair  process.   I  was  identifying  people  with  the  help  of  regional 
managers  who  recommended  people  who  were  performing  well,  et 
cetera,  but  mostly  identifying  them  on  my  own. 

We  then  set  up  a  committee  that  reviewed  all  major 
advancements  and  promotions  to  be  sure  that  we  were  considering  a 
broader  pool  of  personnel.   We  had  a  process  where  people  were 
nominated  through  a  formal  executive  development  program.   We  had 
personnel  identified  in  a  time  frame  when  we  thought  they  would  be 
ready  for  the  next  higher  position.   We  formalized  the  whole 
process  to  be  sure  that  it  was  a  fair  process. 

Ultimately,  we  had  a  committee  that  was  made  up  of  Wayne  Moon, 
Dave  Pockell,  Hugh  Jones,  Bob  Erickson,  Susan  Forth,  Walt  Palmer, 
and  myself.   We  had  thorough  discussions  about  candidates  for 
higher  positions,  evaluated  them,  and  then  came  to  a  conclusion  as 
to  who  would  be  the  most  suited  for  a  particular  position. 

Chall:   Because  you  needed  not  only  the  regional  managers,  but  you  needed 
the  regional  controllers  and  all  the  key  people. 

Vohs:    The  key  people  underneath,  that's  right. 

Chall:   These  were  the  key  people  who  knew  all  those  other  potentials? 

Vohs:    Yes,  yes.   And  if  they  didn't  know  them,  at  least  we  saw  the 

write-ups,  their  performance  evaluations,  their  backgrounds,  their 
educational  experience,  et  cetera. 


Staffing  the  Regions:  Medical  Groups 


Chall:   Did  the  medical  people  do  the  same?   How  did  you  work  that  out? 

Vohs:    No,  it  was  a  littje  different  process.   They  would  communicate 

that  there  was  an  opening  for  a  medical  director  and  they  looked 
for  individuals  who  would  be  interested  to  identify  themselves. 
To  some  degree,  they  would  identify  physicians  that  they  thought 
would  be  qualified  and  then  interview  them.   Not  a  lot  of 
physicians  wanted  to  move  and  take  on  the  risk.   You  know,  if  you 
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looked  at  physicians  in  northern  California,  unless  they  just  had 
a  burning  desire  to  manage,  they  weren't  interested  in  uprooting 
their  lives.   Things  were  smooth  and  going  well  there,  and  why 
should  they  put  everything  at  risk  in  going  to  a  new  region  where 
you  just  didn't  know  what  was  going  to  happen? 

Chall:   So  where  did  you  get  the  medical  people  for  the  South,  for 
example? 

Vohs:    Let's  go  to  Georgia  and  to  North  Carolina. 
Chall:   [looking  at  notes]  Harper  Gaston. 

Vohs:    Harper  Gaston  in  Georgia.   Harper  is  a  Georgian.   He  went  to 

medical  school  there,  and  he  maintained  a  home  in  Georgia  even 
though  he  lived  here  in  Piedmont.   He  came  out  of  the  Northern 
California  Region.   He  was  the  physician  in  chief  at  our  Hayward 
Medical  Center.   We  always  said  he  spoke  the  language  because  he 
had  retained  his  southern  accent  [laughter],  so  he  fit  in  very 
nicely.   And  he  had  a  lot  of  contacts  in  Georgia. 

Chall:   He  happily  went  down  there  then. 

Vohs:    Yes. 

Chall:   Now  we're  looking  at  North  Carolina. 

Vohs:  North  Carolina.  [looking  through  documents]  That  was  Larry  A. 
Dates.  Larry  came  out  of  southern  California.  He  was  with  the 
Southern  California  Permanente  Medical  Group. 

Chall:   So  these  people  were  really  willing  to  move. 

Vohs:    He  had  been  the  physician  in  chief  at  San  Diego.   Both  Harper  and 
Larry  were  in  a  sense  recruited,  if  no  one  stepped  forward. 
Harper  Gaston  was  an  easy  choice,  because  he  and  Bruce  Sams  had 
worked  together  for  a  long  time.   He  has  an  antebellum  home  in 
Georgia,  and  he  was  interested  in  going  back.   His  wife  was  also  a 
Permanente  physician,  and  she  was  interested  in  going  back.   She 
also  was  from  the  South. 


Kansas  City,  Kansas,  1985 


Chall:   That  really  was  a  lucky  break.   Then  you  went  finally  to  Kansas 
City. 
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Vohs :    Kansas  came  up  at  about  the  same  time.   Again,  it  was  a  plan  in 
Kansas  that  was  having  a  great  deal  of  financial  difficulty,  and 
they  were  struggling.   They  had  contacted  us,  and  we  went  back  and 
met  with  their  board  and  decided  that  even  though  we  were  in  the 
Midwest,  in  terms  of  Cleveland,  that  this  was  another  new 
geographical  opportunity.   It  was  in  the  right  sector  of  the 
country;  if  it  had  been  in  a  different  sector  of  the  country  we 
might  not  have  passed  on  it.   But  again,  it  fit  into  our  strategy 
to  try  to  strengthen  our  position  in  different  sectors  of  the 
country. 

Chall:   This  is  Kansas  City,  Missouri,  or  Kansas  City,  Kansas? 

Vohs:    Well,  we  served  both  areas,  but  it  was  Kansas  City,  Kansas. 
That's  where  the  headquarters  were. 

Chall:   And  you  put  Andrew  Dubill  in  there. 

Vohs:    Andrew  Dubill  was  Health  Plan  manager  in  Ohio  when  he  was  selected 
to  be  the  regional  manager.   And  we  put  Ian  Leverton  in  as  the 
medical  director.   He  also  came  out  of  Redwood  City,  like  Wayne 
Alberts  and  Alan  Silverstone  in  Washington,  D.C.   He  had  been 
chief  of  surgery  in  Redwood  City. 

Chall:   So  that  meant  as  you  were  moving  all  these  people  around  you  had 
to  find  other  people  to  take  their  places.   But  I  guess  there  was 
enough  stability  in  those  older  areas  to  be  able  to  pull  somebody 
out . 

Vohs:    We  had  a  lot  of  people  to  move  up,  that's  right. 

Chall:   You  said  that  1979,  1980,  the  doctors  might  have  been  worried  that 
they  wouldn't  be  able  to  get  enough  doctors  for  these  new 
developments.   But  at  that  time,  was  there  any  problem  with 
recruiting  doctors? 

Vohs:    It  was  easier  compared  to  what  it  had  been  in  the  earlier  years. 
Clearly  it  was  easier.   But  when  you're  growing  250,000  members  a 
year  or  thereabouts,  that's  more  than  250  additional  physicians 
that  you  need.   We  were  growing  rapidly,  and  we  had  large  numbers 
of  physicians  to  bring  into  the  program. 

Chall:   Did  you  go  out  recruiting  them? 

Vohs:    Oh,  yes.   The  medical  groups  advertised,  they  recruited.   We  were 
looking  for  individual  physicians  who  were  completing  their 
residency  training,  because  for  the  most  part  we  were  hiring 
specialists.   What  you're  looking  for  is  not  a  physician  just 
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getting  out  of  medical  school,  but  one  who  had  completed  residency 
training.   Our  medical  groups  are  comprised  of  85  to  95  percent 
specialists.   We  have  highly  specialized  medical  groups.   Again, 
we're  recruiting  a  specific  portion  of  those  finishing  their 
residencies.   We  weren't  hiring  that  many  family  practitioners  or 
general  physicians. 

Chall:   Not  in  those  days.   Maybe  not  even  now,  but  not  in  those  days. 
Vohs:    That's  right. 


Extending  the  Regions  in  Washington  State  and  California,  1984 


Chall:   And  then  in  '84  you  expanded  your  Northwest  Region  to  Kelso  and 

Longview,  Washington.   That  was  just  a  movement  within  the  region. 

Vohs:    Yes,  but  it  was  stimulated  by  a  couple  of  the  large  employers  in 
Kelso.   They  were  having  problems  at  the  local  hospital.   There 
were  two  hospitals  there,  and  one  of  them  was  in  serious  trouble. 
One  of  the  executives  of  one  of  the  major  paper  companies  there 
called  me  and  asked  us  to  consider  going  to  Kelso  and  starting  the 
plan  there.   I  got  Dan  Wagster  involved,  who  was  the  regional 
manager,  and  Marv  Goldberg,  who  was  the  medical  director.   They 
looked  at  it  and  decided  that  that  would  work.   It  was  serendipity 
that  Dan  Wagster  was  from  Kelso  [chuckle].   He  went  to  high  school 
there . 

Chall:   Mostly  lumber. 

Vohs:    Yes,  and  paper  products. 

Chall:   Of  course,  similarly  you  expanded  into  Stockton  and  Fresno  in 
northern  California  —  going  into  the  Central  Valley-- 

Vohs:    Yes,  the  Northern  California  Region  decided  that  they  needed  to 
expand  to  those  areas. 


Regional  Boards  of  Directors 


Chall:   I  noticed  that  for  quite  some  time  these  new  so-called  regions 

were  listed  as  subsidiaries.   Why  did  you  call  them  subsidiaries? 
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Vohs:    They  could  not  have  operated  on  their  own,  probably.   They  didn't 
have  the  financial  capacity.   And  they  needed  to  be  incorporated 
within  the  states  they  were  operating  in.   Health  Plan  and 
Hospitals  had  to  guarantee  their  financial  status  with  the  state 
insurance  commissioners.   Plus  we  wanted  to  have  overall  control, 
central  control,  over  them.   What  we  did  is  we  set  them  up  as 
separate  organizations  and  incorporated  them  in  the  states  in 
which  they  were  operating,  and  we  used  local  people  on  the  board. 
So  there  was  a  subsidiary  board  of  directors.   In  some  cases,  like 
in  Connecticut,  some  of  the  directors  are  elected  by  the  members. 

Chall:   Like  Group  Health  [Group  Health  of  Puget  Sound]? 

Vohs:    Well,  it's  not  a  cooperative,  but  it  was  the  requirement  of  the 
state.   So  we  had  election  of  directors. 

Chall:   Elected  by? 

Vohs:    Elected  by  the  membership.   We  took  most  of  the  individuals  who 

had  been  on  the  earlier  Connecticut  board  under  the  preceding  plan 
and  appointed  them  to  the  subsidiary  board.   Some  of  them  then  had 
to  stand  for  election.   We  wanted  their  continued  support.   We 
were  new  to  the  communities,  and  we  wanted  their  knowledge  of  the 
communities  and  their  contacts  within  the  communities.   So  for 
each  one  of  these  plans  we  set  up  a  separate  board. 

Chall:   I  had  read  about  the  separate  boards,  and  I  just  couldn't  believe 
it.   I  couldn't  understand  how  that  would  work. 

Vohs:    We  maintained  a  majority  of  members  on  those  boards.   We  had 

community  members  on  the  board,  but  then  we  also  had  members  of  my 
staff.   I  was  chairman  of  all  those  boards.   We  maintained  a 
majority  on  those  boards.   But  those  boards  were  still 
subsidiaries  of  the  large  board. 

Chall:   And  how  long  did  this  go  on? 
Vohs:    It  still  goes  on. 


Chall:   You  were  telling  me  about  the  regional  boards  of  directors. 

Vohs:    Even  before  we  did  this  expansion,  Kaiser  Foundation  Health  Plan 
and  Hospitals  is  the  single  board  for  the  California  regions  and 
Hawaii.   We  have  a  separate  corporation  for  Kaiser  Foundation 
Health  Plan  of  the  Northwest  —  the  Portland  region.   From  that 
point  on,  we  always  had  a  separate  board  for  other  than  the  two 
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California  regions  and  Hawaii.   But  it  was  the  same  directors  for 
the  Northwest  Region—the  same  directors  for  Ohio,  and  the  same 
directors  for  Colorado,  even  though  they  were  separate  legal 
corporations . 

Then,  starting  with  Texas,  we  set  up  local  boards  in  all  the 
new  regions. 

One  of  the  reasons  Wayne  Moon  said  he  traveled  so  much,  and 
one  of  the  reasons  I  traveled  so  much,  is  we  attended  board 
meetings  in  each  of  those  states.   We  were  meeting  twice  or  three 
times  a  year  in  each  state. 

Chall:   Because  you  were  the  central  board,  the  major  board,  you  always 
attended  those  meetings? 

Vohs :    Yes.   I  chaired  all  of  them.   Sometimes  we  would  do  three  board 
meetings  in  a  week.   We  might  stop  off  in  Texas,  then  go  on  to 
Georgia  and  then  on  to  North  Carolina  and  hold  a  board  meeting  in 
each  of  those  places. 

Chall:   They  set  up  those  agendas? 

Vohs:    Yes,  the  regional  manager  there  generally  did,  in  consultation 
with  me  or  my  staff. 

Chall:   There  were  three  or  four  or  five  of  you,  and  there  were  x  number 
of  them  from  their  own  communities? 


Vohs:    Yes.   And  some  of  them  were  elected. 

Chall:   It  does  sound  confusing  and  difficult,  and  maybe  this  is  why  there 
isn't  this  kind  of  HMO  anyplace  else. 

Vohs:    It  has  been  changed  now—I'm  not  really  familiar  with  all  the 
things  that  they've  done  to  change  it,  but  I  don't  think  Dave 
Lawrence,  my  successor,  is  chairing  all  of  those  boards  now.   But 
they're  still  maintaining  some  of  those  local  people  in  a  role  on 
those  boards. 

Chall:   Were  some  of  those  people  put  on  your  major  board?   Did  you  bring 
some  of  them  in? 

Vohs:    Yes,  we  did.   Jack  Miller  came  off  of  our  Texas  board,  for 

instance.   And  when  we  took  over  the  Georgetown  plan,  Dr.  Matt 
McNulty,  who  was  the  chairman  of  that  board,  part  of  our  deal  was 
for  him  to  come  on  our  big  board,  and  so  he  did.   I  think  those 
are  about  the  only  two  cases  that  come  to  mind. 
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Organizational  Patterns  of  the  Permanente  Medical  Groups 

Chall:   So  the  fact  that  some  Permanente  Medical  Groups  are  called  P.C. 

and  some  of  them  are  called  Incorporated  is  really  based  upon  the 
laws  of  that  particular  state? 

Vohs:    No.   It  goes  back  to  the  fact  that  in  the  early  years  of  the 

formation  of  these  groups,  they  were  all  formed  as  partnerships 
because  the  corporate  practice  of  medicine  was  not  acceptable,  was 
not  legal.   So  they  were  established  as  partnerships.   Then  over 
time  the  laws  began  to  change  and  the  medical  groups  looked  into 
incorporating.   By  incorporating,  the  medical  groups  could  develop 
retirement  plans  in  which  the  retirement  funds  could  be  placed  in 
a  qualified  trust  and  would  not  be  vulnerable  to  adverse  financial 
results  of  Health  Plan  and  Hospitals. 

Early  on  we  had  established  a  retirement  plan  for  physicians 
called  the  "Common  Plan."   It  was  for  physicians  in  northern 
California,  southern  California,  Hawaii,  and  Oregon.   The  problem 
was  it  was  not  a  qualified  plan  under  the  IRS  rules,  so  that  if 
something  happened  financially  to  Health  Plan  and  Hospitals,  the 
monies  in  the  Common  Plan  could  be  accessible  to  creditors.   That 
always  was  a  thing  of  uncertainty  in  terms  of  the  physicians, 
looking  at  their  long-term  future,  that  all  their  retirement  could 
at  the  time  of  retirement  —  if  the  Health  Plan  failed—be  lost. 
Now,  nobody  thought  it  would  happen.   So  the  main  initiative  to 
incorporate  came  when  it  became  legal  to  incorporate  the  medical 
group  into  professional  corporations.   They  could  establish 
qualified  plans  so  that  their  retirement  funds  would  be  protected. 

The  Southern  California  Permanente  Medical  Group  is  still  a 
partnership;  they  never  changed.   Part  of  the  reason  is  making  the 
transition  to  a  professional  corporation  has  some  adverse 
financial  impact  on  the  partners.   I  guess  the  southern  California 
•  group  decided  they  would  bet  on  the  fact  that  the  Health  Plan  and 
Hospitals  would  always  be  a  successful  operation. 


Expansion,  Competition,  and  the  Kaiser  Response 


Chall:   There  was  an  article  in  the  business  section  of  the  Chronicle  in 
1984  about  expansion.1   "Investors  poured  nearly  one  billion 


:San  Francisco  Chronicle.  October  11,  1984,  p.  37. 
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dollars  into  financing  HMO  development  last  year  [1983]."   This 
was  at  the  behest  of  the  federal  HMO  office,  which  encouraged  the 
growth  of  HMOs  all  over  the  country.   Many  of  them,  of  course, 
became  for-profit.   I  had  not  been  aware  that  the  federal 
government  was  pouring  money  into  HMOs.   I  think  this  was  during 
the  Reagan  administration. 

Vohs:    It  started,  of  course,  in  the  Nixon  administration  when  the  HMO 
Act  was  passed.   I'm  not  familiar  that  much  with  government,  but 
it  was  probably  one  of  the  few  times  that  government  acted  as  a 
venture  capitalist.   Their  whole  purpose  was  to  start  up  these 
types  of  plans.   It  was  very  slow  getting  started  and  gaining 
momentum,  but  eventually  it  did.   I'm  surprised  now  at  the  number 
you  quote,  that  might  have  been  over  a  long  period  of  time.   Even 
that  sounds  high  for  the  amount  that  the  federal  government  put 
into  it.   It  must  also  include  private  investors. 

Chall:   Maxicare  was  one  of  the  for-profit  plans  that  came  in,  and  was  one 
of  the  first  apparently  to  advertise  on  television,  according  to 
this  article.   Now  the  article  also  said  that  Kaiser  wasn't 
suffering,  but  it  was  worried  about  these  for-profit  competitors. 
And  this  is  the  quotation:  "To  bolster  its  market  share,  Kaiser  is 
currently  undertaking  its  largest  expansion  ever."   This  was  in 
October  of  198A.   So  the  expansions  that  we've  just  been  talking 
about,  many  of  them  took  place  during  those  years  pushed  by  the 
Reagan  administration,  1981-1984. 

Vohs:    Right  in  that  period-- '80,  "82,  '85  was  the  period  of  expansion. 
Let  me  say  at  this  point,  all  of  the  decisions  on  expansion  were 
recommended  by  the  Kaiser  Permanente  Committee.   This  reflected 
how  we  operated.   It  was  a  joint  program  with  our  medical  groups. 
There  were  a  lot  of  deliberations,  we  jointly  identified  people  to 
do  feasibility  studies  and  to  look  into  potential  plans.   It 
really  underscored,  from  my  standpoint,  the  value  of  our  joint 
operation.   Both  parties  brought  a  lot  to  these  decisions,  and  I 
think  we  made  better  decisions  as  a  result.   It  wasn't  always  easy 
to  get  the  decisions,  but  we  did  better. 

I  think  we  were  seeing  the  value  of  expanding  across  the 
country,  to  be  seen  as  a  national  program,  once  we  went  into 
Washington  and  Connecticut  and  into  the  South.   We  were  getting  a 
lot  more  attention  in  the  media,  we  were  nationally  recognized, 
and  I  think  that  meant  a  lot  to  our  personnel  in  a  variety  of 
ways.   I  think  it  was  important  to  us  —  carrying  out  our  mission, 
because  many  of  us  believed  so  strongly  in  group  practice 
prepayment  and  in  the  partnership  concept. 
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We  weren't  so  worried  about  competition  at  that  time.   Though 
the  competition  did  begin  to  affect  us,  and  the  media  played  up 
that  competition  a  lot.   I  remember  one  cartoon  that  showed  this 
big  diesel  truck  going  up  a  very  steep  hill.   We  were 
characterized  as  the  big,  lumbering  truck  going  up  the  hill,  while 
all  these  little  sports  cars,  presumably  the  new  IPAs  [independent 
practice  associations]  and  PPOs  [preferred  provider  organizations] 
were  buzzing  past  us--the  Maxicares  and  others.   I  think  the  media 
looked  at  us  as  the  giant  just  moving  slowly  while  all  these  other 
plans  were  growing  rapidly. 

I  mean  the  IPAs  and  PPOs  didn't  take  as  much  capital  and  they 
didn't  take  as  much  time  to  develop  that  it  took  to  develop  a 
group  practice  plan,  especially  one  that  had  its  own  hospitals. 
The  IPAs  would  gain  members  quite  rapidly  because  they  had 
physicians  spread  throughout  the  whole  community--where  we  might 
have  just  a  few  clinics  spread  throughout  the  community.   We 
weren't  in  every  neighborhood. 

Chall:   They  had  their  doctors  in  their  offices. 

Vohs :    That's  right,  it  wasn't  really  a  different  form  of  organizing 

services.   It  was  just  a  different  form  of  paying  for  service.   In 
some  ways  the  IPAs  could  undercut  the  indemnity  type  plans,  they 
were  quite  successful  in  growing  quickly.   We  were  always  being 
compared  to  that. 

It  caused  the  Kaiser  Permanente  Committee  to  do  a  lot  of 
introspection  and  to  consider  forming  our  own  IPAs.   Should  we 
change  our  form  of  organization?  We  ultimately  came  to  the 
decision  that  we  should  not.   We  were  what  we  were  because  we 
believed  that  group  practice  prepayment  was  the  best  way  to 
organize,  finance,  and  deliver  health  care  services.   We  decided 
we  shouldn't  change  just  for  competitive  reasons,  simply  because 
these  plans  were  gaining  in  membership  and  might  ultimately  affect 
us  in  the  marketplace. 

I  think  the  current  management  looks  at  that  same  situation 
differently  today.   I  think  the  current  management  believes  market 
share  is  critical  and  how  you  get  your  market  share- -whether  it's 
group  practice  or  IPAs  or  a  PPO  or  whatever--doesn' t  make  any 
difference.   The  kind  of  thing  that  so  many  of  us  were  committed 
to  in  the  earlier  days,  the  belief  in  the  system,  is  no  longer 
there.   Today  the  belief  is  that  Kaiser  is  a  commercial 
organization  that  is  competing  in  a  commercial  market  and 
therefore  has  to  do  whatever  is  necessary,  and  market  share  is  the 
key.   We  always  felt  we  had  a  niche,  that  we  would  never  cover 
everybody  in  a  community,  and  that  was  part  of  the  attraction. 
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There  would  be  other  forms  of  health  care  delivery  systems,  and 
that's  what  I  think  we  stimulated.   We  were  one  of  the  causes  for 
the  formation  of  the  IPAs  and  PPOs  and  all  the  rest. 

Chall:   That's  right,  you  believed  in  multiple  choice. 

Vohs:    Yes,  and  the  other  plans  were  organizing  to  try  to  find  a  way  to 

compete  with  us,  but  not  with  the  same  organizational  format.   But 
I  contend,  even  today,  that  the  rest  of  the  world  is  still  trying 
to  move  to  look  more  like  Kaiser  Permanente  as  we  used  to  be, 
because  under  the  Kaiser  Permanente  system  you  have  the  best 
controls  in  terms  of  quality,  quality  standards,  and  economics. 
The  other  plans,  even  though  they're  IPAs  and  PPOs,  continue  to 
move  toward  our  system. 

Chall:   Many  of  them  have  been  having  very  serious  dif f iculties--merging 
and  changing. 

Vohs:    Yes,  and  that's  what  happened  in  the  eighties.   If  you  look  at  the 
eighties  and  you  look  at  our  growth  in  the  eighties,  it  was  a 
period  of  incredible  growth.   We  grew  a  million  members  in  that 
period  from  the  end  of  1979  to  the  end  of  '84,  and  we  grew  1.6 
million  in  the  next  five  years.   It  was  a  period  of  exceptional 
growth  for  us.   By  the  time  we  got  to  the  nineties,  these  other 
types  of  plans  were  catching  up  with  us.   I  think  we  made  some 
serious  mistakes  in  some  of  our  regions  in  pricing  our  product. 
We  got  our  product  priced  too  high. 


Organizing  the  Regions  to  Handle  Growth  and  Develop  Financial 
Stability 


Chall:   Something  that  Mr.  Moon  said  which  I  found  interesting  —  he  felt 
that  you  all  had  created  each  of  the  new  regions  in  the  image  of 
the  older  full-fledged  regions,  with  all  the  autonomy  and 
authority  that  they  had.   You  saw  each  as  a  small  copy  of  the 
existing  region,  and  he  thought  that  in  retrospect  that  was  the 
wrong  thing  to  do.   They  weren't  large  enough  for  the  cost  of  the 
overhead  and  to  be  able  to  do  their  own  planning,  et  cetera.   And 
the  new  doctors  in  those  regions,  he  said,  who  had  never  been  in 
medical  groups  had  to  learn  how  to  accept  the  Kaiser  culture. 
Tell  me  about  that. 

Vohs:    I  think  there's  a  lot  of  truth  in  what  he  says.   First  of  all,  we 
allowed  each  region  to  organize  themselves  and  use  systems  in 
whatever  way  they  thought  might  best  fit.   Things  like  how  we 
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assigned  membership  numbers,  medical  record  numbers,  the  kind  of 
procedures  to  follow  when  patients  come  into  the  medical  facility, 
accounting  systems,  and  a  whole  variety  of  data  collection.   We 
allowed  each  region  to  decide  themselves  the  systems  and 
procedures  they  were  going  to  use.   And  each  region  did  it 
differently.   We  didn't  have  a  cookie  cutter  that  said,  "This  is 
how  we're  going  to  do  it." 

The  key  people  from  Health  Plan  and  Hospitals,  from  whatever 
region  they  came  from,  usually  put  in  the  systems  and  procedures 
from  their  previous  region.   On  the  medical  group  side,  we  were 
transferring  in  a  medical  director  out  of  the  Permanente  Medical 
Groups  that  knew  the  culture  and  the  style  of  practice  of  the 
Permanente  physician.   But  he  or  she  was  hiring  physicians  who  had 
no  background  in  the  Permanente  Medical  Groups.   So  they  didn't 
know  the  culture,  they  didn't  know  how  our  Permanente  physicians 
practiced,  and  it  wasn't  obvious  to  them  how  to  replicate  that. 

Thirdly,  these  new  regions  were  so  small  that  we  were  buying 
most  of  the  specialty  services  outside  our  core,  internal  group. 
We  were  purchasing  specialty  services  for  our  members  just  like 
indemnity  plans  or  IPAs .   We  didn't  have  expertise  in  controlling 
referrals  or  controlling  those  kinds  of  costs.   We  would  refer  a 
member  out  to  a  specialist,  but  we  had  no  system  for  getting  that 
patient  back,  and  that  outside  specialist  would  keep  seeing  that 
patient  longer  than  necessary  and  just  keep  charging  us.   We 
didn't  have  the  kind  of  controls—we  just  didn't  have  that 
experience.   I  think  that  over  time  we  learned  that  there  was 
probably  a  much  better  way  to  set  up  these  small  regions.   That,  I 
think,  is  a  lot  of  what  Wayne  Moon  was  alluding  to. 

So  we  had  financial  struggles  in  a  lot  of  these  regions  for  a 
long,  long  time.  They  were  not  immediately  successful;  there's  no 
question  about  that. 

Chall:   They  weren't  immediately  successful  in  terms  of  finance  or  growth, 
but  how  were  they  in  terms  of  patient  satisfaction? 

Vohs :    I  think  we  did  quite  well.   And  we  didn't  do  badly  in  many  of  the 
regions  in  terms  of  membership  growth.   It  was  always  slower,  but 
it  was  the  financial  side  of  it  —  you  have  to  get  to  a  certain  size 
to  get  the  economies  that  you're  looking  for.   The  more 
specialties  that  you  can  integrate  inside  the  program,  the  better 
off  you  are,  both  in  terms  of  quality  and  cost  effectiveness.   So 
as  long  as  you  stay  small  and  you're  buying  most  of  your  services 
outside— Bruce  Sams  said  at  one  time  about  some  of  these  specialty 
services  that  we  were  buying  retail  and  selling  wholesale.   And 
that,  in  a  sense,  is  what  we  did. 
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Chall:   Was  that  a  worry?   I  mean,  did  you  worry  a  lot  about  it? 

Vohs :    Oh,  sure  —  you  bet.   We  struggled  in  these  regions  for  a  long  time. 
We  lost  a  lot  more  money  than  we  had  projected.   Especially  in 
North  Carolina  —  that  was  one  of  the  toughest  regions  in  getting 
control.   A  lot  of  the  problem  was  management.   We  didn't  manage 
those  expansions  as  well  as  we  could  for  some  of  the  reasons  1 
said.   We  really  didn't  manage  them  like  we  should  have. 

Chall:   By  the  time  you  left,  do  you  think  you  had  a  grasp  on  it? 

Vohs:    Yes,  most  of  them.   Texas  is  still  struggling.   The  other  regions 
had  finally  gotten  to  break-even,  and  then  we  were  in  the  black 
and  they  were  producing  income  enough  to  recover  the  earlier 
losses  that  they  had  incurred.   We  also  poured  a  lot  of  capital 
into  those  regions. 

Chall:   Did  you  ever  think  of  closing  down? 

Vohs:    I  never  did,  because  I  was  certain  that  over  time  they  could 

operate  successfully.   Obviously,  you  can't  just  operate  programs 
with  a  continuing  financial  loss;  you  just  can't  do  that.   There 
was  nothing  inherent  in  any  of  those  regions  that  said  we  couldn't 
be  financially  successful  if  we  did  it  right. 

Chall:   So  how  would  you  change  the  wrong  to  the  right?   Would  you  bring 

in  a  new  manager  or  would  you  retrain  them  or  eventually  help  them 
understand  what  was  necessary  to  make  the  system  work? 

Vohs:    Probably  if  you  could  go  back  and  erase  the  whole  blackboard, 

you'd  try  to  design  a  program,  systems,  and  procedures  that  you 
would  use  in  each  of  your  expansion  regions.   I  think  the  key  is 
in  the  medical  group  operation.   That's  where  the  dollars  are, 
both  in  terms  of  the  cost  of  the  physician  services  as  well  as 
other  costs.   I  mean,  they  control  70  to  75  percent  —  and  even 
higher—of  all  the  medical  costs  of  the  plan.   For  example,  they 
determine  when  you  hospitalize  a  patient  and  for  how  long.   The 
major  portion  of  your  costs  are  in  the  medical  and  hospital 
services  under  the  control  of  the  physician. 

I  think  one  way  of  operating  more  effectively  would  be  not 
only  to  have  the  new  medical  director  coming  from  one  of  the 
Permanente  Medical  Groups,  but  even  transfer  chiefs  of  service  out 
of  the  established  medical  groups.   In  fact,  right  from  the  very 
beginning  internalize  some  of  the  specialties,  such  as  surgery, 
even  though  the  size  of  the  membership  would  not  support  even  one 
surgeon.   It  would  be  better  to  have  our  own  surgeon  even  if  he 
was  only  doing  surgery  part-time  rather  than  sending  surgical 
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cases  out.   You  really  have  to  focus  on  how  the  medical  groups 
operated,  and  how  fast  you  would  set  up  outside  clinics 
surrounding  your  major  medical  center  and  things  of  that  sort. 
You  really  have  to  rethink  your  operating  strategy. 

Chall:   You're  discussing  it  as  "what  I  would  have  done  had  I"--but  what 
did  you  do?  You  just  continued  going  on? 

Vohs :    We  tried  to  put  as  much  pressure  as  we  could  on  the  people  that 
were  managing  the  regions.   When  a  region  is  in  a  loss  situation 
and  capital  is  available,  somehow  there's  not  quite  as  much 
discipline  and  motivation  to  achieve  financial  stability.   If  you 
look  at  the  history  of  some  of  the  smaller  plans  that  came  about 
as  a  result  of  the  HMO  initiative,  where  they  had  limited  capital 
from  the  very  beginning,  they  somehow  operated  in  a  far  more 
disciplined  way.   So  we  put  artificial  pressure  on  the  regions  to 
get  them  to  operate  more  cost  effectively. 

Chall:   Did  Kaiser  Permanente  Committee  gatherings  help  these  new 
physicians  and  managers? 

Vohs:    Yes,  they  did,  and  we  tried  a  whole  variety  of  ways  of  providing 
support  to  them.   We  assigned  some  of  the  medical  directors  from 
the  larger  regions  to  make  available  the  resources  from  their 
region  to  support  the  smaller  regions.   We  did  a  lot  of  things  to 
try  to  have  a  more  successful  operation. 

Chall:   I  noticed  that  you  didn't  really  change  these  managers  very  much. 
I  mean,  the  ones  who  were  in  there  seem  to  have  stayed  for  quite  a 
while.   There  was  some  movement,  but  some  of  them  seem  to  have 
stayed  around.   In  1986  there  was  some  movement. 

Vohs:    When  Paul  Lairson  decided  to  leave  Texas,  we  brought  in  another 
physician  from  Ohio  to  take  over  as  medical  director  in  Texas. 
Ultimately  we  asked  him  to  step  down.   We  did  make  some  management 
changes  eventually  in  North  Carolina,  in  Georgia,  in  Ohio,  and  in 
Washington,  D.C.   So  over  time  we  did  make  some  changes,  mostly  in 
the  medical  group  leadership. 


Attempts  to  Meet  the  Competition  Throughout  the  System 


Chall:   Well,  I  think  we  should  talk  now  about  the  competition,  because 
you  had  quite  a  bit  of  concern  about  that.   There  was  an  article 
in  the  New  York  Times  that  was  interesting.   It  was  actually  a 
whole  section  of  the  New  York  Times  devoted  to  medical  health,  an 
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advertising  supplement  called  "Health  and  Medicine  [Employment 
Outlook]."   When  it  came  to  the  one  about  the  New  York  area,  it 
claimed  that  Kaiser  Permanente  already  had  26,000  members  in 
Westchester  County  and  an  equal  number  in  White  Plains,  in 
Yonkers,  et  cetera,  and  that,  according  to  Donald  Duffy,  there 
were  no  plans  for  the  New  York  metro  market.   He  said  the  plans 
"were  to  serve  New  York's  affluent  suburbs  whe*re  there  are  fewer 
HMOs."1  And  then  he  talked  about  plans  to  start  facilities  in 
Tarrytown  and  to  open  two  facilities  in  the  greater  Hartford  area 
within  the  next  few  years.   Now  this  was  1986,  and  by  that  time 
you  were  feeling  the  pressure  of  competition,  I  would  gather. 

Vohs  :    I'm  sorry  that  Don  said  that  we  focused  on  affluent  suburbs 

[laughs].   He  didn't  have  to  say  "affluent."   We  went  through  a 
decision  process  as  to  whether  we  should  move  into  New  York  City 
itself  and  start  the  program— 


Vohs:    --a  possible  merger,  and  we  talked  a  little  bit  about  that.   We 

saw  that  as  a  way,  I  think,  of  strengthening  our  whole  program  in 
the  New  York  area,  because  we  were  also  competing  with  HIP:  they 
had  facilities  in  Westchester  County  too.   We  saw  that  as  one  way 
to  deal  with  that. 

There's  no  question  that  competition  was  heating  up  and  that 
some  of  these  other  plans  were  becoming  much  more  aggressive. 
From  my  standpoint,  I  felt  that  competition  was  good.   I'm  a 
believer  in  competition.   I  think  competition  was  making  us  a 
better  program.   I  think  it  was  causing  us  to  look  carefully  at 
how  we  operated,  to  look  at  both  the  cost-ef  fectiveness--in  terms 
of  how  we  were  operating  —  as  well  as  the  quality,  and  we  were  a 
better  plan  because  of  the  stimulus  of  competition.   In  some  ways, 
since  I  was  sitting  in  the  Central  Office,  maybe  it  was  easier  for 
me  to  have  that  broader  view.   If  you  were  sitting  in  Washington, 
D.C.,  facing  a  lot  of  competition  from  plans  that  were  coming  into 
the  area  and  trying  new  things  that  were  attractive,  as  was 
happening  —  there  were  all  kinds  of  different  formats  —  then 
competition  wasn't  seen  in  such  a  favorable  light. 

Again,  during  the  eighties  we  did  very  well  in  terms  of  how  we 
met  the  competition.   I  do  think  we  went  off  the  track  later  in 
terms  of  our  pricing  in  some  of  our  areas,  and  that  really  hurt 
us,  especially  in  the  Northern  California  Region.   I  think  we  were 
working  to  reduce  the  number  of  members  per  physician,  to  increase 
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the  number  of  physicians  and  the  ratio  there,  and  we  were  working 
to  do  other  things  that  we  felt  that  we  needed  to  do  to  improve 
services,  and  there  was  a  cost  attached  to  that.   In  a  sense,  with 
these  other  competing  plans  coming  in  and  cutting  prices,  that 
really  did  have  an  impact  on  us.   That  really  hit  us  in  the  early 
nineties . 

Chall:   I  see.   The  cutting  of  prices  —  some  of  these  competitors  really 
could  only  do  that  so  long  before  they  were  not  making  a  profit. 

Vohs :    What  they  were  doing  was  buying  medical  and  hospital  services  on 
the  margin.   They  were  able  to  negotiate  very  favorable  prices 
with  the  hospitals  that  needed  to  have  their  beds  filled.   They 
were  negotiating  very  good  prices  with  individual  physicians.   The 
physicians  that  were  signing  up  with  these  plans  were  charging 
less  to  those  plans  than  they  were  charging  to  the  insurance 
companies  and  Blue  Cross  and  Blue  Shield.   That  was  one  of  the 
reasons  they  were  able  to  keep  their  prices  down. 

Then  they  put  a  lot  of  pressure  on  controlling  utilization. 
They  had  a  lot  of  gatekeeping  and  administrative  controls,  i.e., 
physicians  had  to  get  prior  approvals  before  hospitalizing 
patients  and  approvals  on  performing  surgical  procedures,  et 
cetera.   So  these  new  plans  were  really  tightening  down  in  every 
way  on  physicians.   That's  one  of  the  reasons  you  still  have  so 
many  physicians  who  are  very  unhappy  with  the  way  that  "managed 
care"  has  gone,  because  they're  the  ones  that  had  been  impacted, 
more  than  anyone  else. 

Chall:   They  blame  it  sometimes  on  the  government,  but  that's  an  excuse? 
Vohs:    It's  the  market  now  that's  really  driving  the  plans. 

Chall:   At  this  particular  time  there  were  cost  controls,  and  major 

companies  were  making  demands  on  insurance  companies  and  HMOs  not 
only  to  cut  their  rates  but  also  to  vary  the  rates,  applying 
different  deductibles,  and  that  kind  of  thing.   Did  that  affect 
you? 

Vohs:    Yes,  we  went  through  a  period  during  the  sixties,  seventies,  and 

eighties  where  the  direction  had  always  been  to  increase  benefits, 
make  it  more  comprehensive,  add  psychiatric  coverage,  add  dental 
coverage  —  there  was  a  whole  movement  —  and  reduce  deductibles  and 
coinsurance.   That  was  a  result  of  the  negotiations  by  some  of  the 
stronger  unions.   Auto  workers,  for  instance,  had  a  wonderful 
comprehensive  plan.   The  individual  union  employee  paid  nothing 
out  of  pocket. 
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If  you  read  Enthoven's  book,  he  points  out  that  in  plans  where 
everything  is  paid  for  the  employee,  the  employee  has  no  incentive 
to  choose  the  more  cost-effective  plan.   Employers  began  to  figure 
that  out.   As  this  whole  period  of  inflation  in  health  care  was 
going  on—these  are  the  high  years  of  medical  inflation—it 
finally  got  to  the  attention  of  the  chief  executive  officers. 

A  lot  of  these  companies  finally  decided  they  had  to  do 
something  about  it  instead  of  just  going  along  with  it.   It  was 
what  caused  Ford  Motor  Company  to  get  involved  in  the 
establishment  of  a  group  practice  plan  in  Detroit.   One  of  the 
stories  was  that  Ford  was  paying  more  for  health  insurance  than 
they  were  for  the  metal  for  their  cars. 

So  yes,  employers  finally  began  to  do  something,  and  they  did 
a  variety  of  things,  putting  pressure  on  us  to  require  copayments, 
et  cetera.   Another  was  for  us  to  discontinue  community  rating. 
From  the  very  beginning  of  Kaiser,  we  had  a  policy  of  community 
rating,  i.e.,  charging  every  group  the  same  price,  regardless  of 
the  utilization  of  that  particular  group.   Community  rating  was 
one  of  the  principles,  important  principles,  that  we  stood  on.   We 
did  charge  more  and  provide  lesser  benefits  for  individual 
coverage.   Because  when  a  person  enrolled  as  an  individual  and  not 
through  an  employer,  there  was  going  to  be  higher  utilization  than 
you  would  have  in  an  employer  group.   So  the  individuals  and 
people  who  converted  after  they  had  been  in  a  group  plan,  when 
they  converted  to  individual  coverage,  their  benefits  were 
somewhat  less.   Other  than  that,  we  charged  every  group  the  same, 
regardless  of  the  utilization  and  regardless  of  their  size.   Many 
employers  began  to  pressure  us  to  eliminate  community  rating. 

The  HMO  Act  required  community  rating.   It  was  a  key  feature 
of  the  HMO  Act.   Eventually,  many  plans  found  ways  to  work  around 
it.   But  during  this  period  of  time  that  was  one  of  the  pressures. 
The  employers  were  acting  on  their  own,  and  they  were  also  forming 
coalitions  of  employers.   They  were  forming  these  coalitions  to 
bring  more  economic  leverage  on  HMOs. 

Chall:   They  could  do  that  with  PPOs  and  IPAs  and  insurance  companies,  but 
could  they  do  that  easily  with  you? 

Vohs :    It  was  harder  for  them  to  do  it  with  us,  and  that  was  a 

frustration  for  some  of  our  groups.   They  became  frustrated  with 
us.   But  over  time,  we  found  ways  to  be  more  responsive  to  their 
problems  and  try  to  deal  with  their  problems.   But  it  was  making  a 
bit  of  a  sea  change  for  us. 
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Chall:   Hewlett-Packard  was  an  early  one  in  moving  —  they  just  felt  that 
their  health  plan  figures  were  too  high,  and  so  they  made  a 
contract  with  El  Camino  Hospital  and  apparently  provided  their 
employees  an  incentive  if  they  would  join  that  particular  PPO. 
That  apparently  worked  out  very  well  and  probably  set  a  trend. 

Vohs :    See,  that's  one  of  the  reasons  for  our  success  for  so  many  years: 
we  were  the  low-cost  plan.   What  employers  needed  to  do  was  to 
provide  some  incentive  for  their  employees  to  join  the  more  cost- 
effective  plans,  and  they  were  working  this  out.   But,  as  the 
competition  increased,  we  were  no  longer  the  low-cost  plan.   That 
was  where  we  ran  into  some  problems  and  our  membership  really 
stopped  growing. 

Chall:   Mr.  Hewlett  was  on  your  board,  wasn't  he? 
Vohs:    Yes,  he  was. 

Chall:   It  was  interesting  that  he  was  out  there  really  working  the  field 
to  understand  probably  more  about  how  these  health  plans  worked. 
But  on  your  board,  was  he  an  effective  board  member  in  looking  at 
costs  and  rates? 

Vohs:    He  was  an  effective  board  member,  but  he  wasn't  on  the  board  very 
long,  and  his  board  membership  preceded  this  real  change  in  the 
market  and  the  movement  of  so  many  new  organizations  into  these 
different  forms  of  health  plans.   In  fact,  although  he  was  on  the 
board  of  Hewlett,  he  was  no  longer  in  a  management  role  when  they 
were  adopting  these  new  policies.   He  and  Dave  Packard  had  really 
moved  out.   They  brought  in  John  Young  as  the  CEO.   It  was  a 
different  management  that  was  taking  steps  to  control  health  care 
costs . 

Chall:   A  Wall  Street  Journal  article  in  1985  claimed  that  there  was  a  9 

percent  drop  in  full-time  registered  nurses  employed  in  California 
hospitals  and  a  big  drop  [37  percent]  in  part-time.1   They  claimed 
that  this  was  caused  by  the  new  Medicare  payments  cost-cutting. 
Nurses  were  frustrated.   Did  you  find  that  your  nurses  were 
frustrated  at  Kaiser  Permanente  too,  as  a  result  of  changes?   Not 
too  many  changes  were  going  on  in  Kaiser  Permanente  probably  at 
that  time,  but  — 

Vohs:    The  form  of  reimbursement  under  Medicare  that  did  change  did  not 
affect  us  that  much.   We  were  really  not  affected  as  other 
facilities  —  stand-alone  hospitals  or  community  hospitals—were 


•Wall  Street  Journal,  March  27,  1985,  p.  39. 
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affected,  because  the  arrangements  we  had  worked  out  with  the 
Social  Security  Administration  for  Medicare  beneficiaries  was  more 
in  keeping  with  our  own  method  of  being  reimbursed  anyway. 

Again,  I  don't  recall  the  exact  years,  but  there  are  years 
when  there  was  a  nursing  shortage,  followed  by  a  nursing  surplus. 
Of  course,  the  whole  view  of  nursing  was  changing  in  terms  of  what 
their  role  ought  to  be  vis-a-vis  physicians.   It's  been  a 
profession  that  has  gone  through  some  difficult  times,  and  still 
is . 

There's  no  question  now  that  under  managed  care,  which  in  my 
opinion  is  too  broad  and  generic  a  term,  there's  no  question  that 
hospital  utilization  has  come  down  as  a  result  of  the  change  in 
Medicare  reimbursement.   There  are  more  beds  available.   Our 
utilization  is  still  coming  down  and  we've  had  a  lower  utilization 
throughout  our  history.   But  medicine  is  changing,  the  practice  of 
medicine,  and  there  is  a  recognition  that  there  needs  to  be  a  new 
look  at  when  you  hospitalize  people  and  for  how  long  and  under 
what  circumstances. 


Concern  with  the  Commercialization  of  Medical  Care 


Chall:   I  was  reading  an  article  called  "The  New  Medical-Industrial 

Complex"  by  Arnold  S.  Relman,  M.D.   It's  a  1980  article  from  the 
New  England  Journal  of  Medicine.'   He  was  writing  about  the  use  of 
the  doctors  owning  their  own  clinics,  and  taking  their  patients  to 
their  clinics.   He  was  talking  about  the  commercialization  of 
health  care,  this  kind  of  problem  that  he  saw  in  1980,  that  we're 
now  beginning  to  talk  about.   I  thought  it  was  an  interesting 
article  because  of  how  much  he  was  able  to  foresee. 

Vohs :    He  was  an  individual  of  real  vision,  and  he  did  some  of  the  best 
writing  about  health  care,  especially  how  delivery  systems  are 
organized  and  financed. 

Chall:   Did  you  know  him?   Did  you  ever  meet  him? 

Vohs:    Yes.   He  was  really  quite  supportive  of  the  Kaiser  Permanente 

system.   Even  though  he  was  the  head  of  the  Journal,  right  in  the 
center  of  the  medical  society,  he  was  a  very  open  thinker. 


'Arnold  S.  Relman,  M.D. ,  "The  New  Medical-Industrial  Complex,"  New 
England  Journal  of  Medicine.  Vol.  303  No.  17,  pp.  963-970. 
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Chall:   In  1980,  he  said,  "My  initial  recommendation,  therefore,  is  that 
we  should  pay  more  attention  to  the  new  health-care  industry.   It 
needs  to  be  studied  carefully,  and  its  performance  should  be 
measured  and  compared  with  that  of  the  nonprofit  sector." 

Vohs:    There's  an  article  in  the  new  Time--I  don't  know  if  you've  seen 

it.   It's  talking  about  the  pressure  that's  developing  on  managed 
care.   I  haven't  read  the  whole  article;  I  just  looked  at  it. 
There  was  a  chart  that  was  intriguing,  showing  the  plan's 
administrative  costs,  and  how  much  of  the  plan's  dollars  go  into 
providing  hospital  and  health  care  services  and  how  much  go  into 
overhead  and  profit,  et  cetera.   Of  course,  Kaiser  Permanente  is 
in  there  with  94  percent  of  the  Health  Plan  dollar  going  back  into 
providing  services.   With  some  of  the  for-profit  plans,  that 
percentage  drops  down  to  59  percent. 

Going  back  to  Relman's  point,  he  was  right.   There  is  a 
commercialization  that  has  occurred.   I  frankly  think  a  lot  of  it 
is  due  to  the  intrusion  of  the  for-profit  side  into  health  care. 
It's  changed  and  I  think  it's  having  a  dreadful  impact  in  many 
ways.   One  of  the  criticisms  I  have  of  our  own  program  now  is  that 
Kaiser  is  becoming  more  commercial.   I  never  viewed  Kaiser 
Permanente  as  a  commercial  organization.   That's  one  of  the 
reasons  I  opposed  advertising.   We  are  a  nonprofit  organization 
and  I  feared  that  advertising  made  us  look  more  commercial.   So 
there's  talk  of  market  share  and  advertising  and  some  other 
things.   I  don't  want  to  see  Kaiser  become  just  another  commercial 
organization.   I  have  a  concern  that  that's  the  direction  we've 
been  going  lately. 


Advertising:  Yes  and  No 


Chall:   Speaking  of  advertising,  I  have  an  advertisement  from  Kaiser  that 
is  dated,  I  think,  about  1986  or  1987--I'll  have  to  check  that  —  it 
may  have  been  later.   Apparently,  you  had  quite  a  bit  of 
discussion  about  advertising  early  on. 

Vohs:    We  had  a  lot  of  discussion  about  advertising,  and  it  finally  came 
to  the  Kaiser  Permanente  Committee  —  again,  to  my  way  of  thinking, 
these  were  the  kind  of  deliberations  we  should  have  been  having. 
Because  of  the  pressure  of  the  competition,  a  lot  of  our  managers 
and  our  physician  leaders  felt  that  we  needed  to  advertise  to  get 
more  members  and  to  compete.   I  was  always  of  the  opinion  that 
advertising  isn't  necessarily  an  effective  way  to  attract  new 
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members  and  it  certainly  made  us  more  of  a  commercial 
organization,  which  I  didn't  want  to  see. 

When  it  finally  was  put  before  the  Kaiser  Permanente 
Committee,  Bob  Erickson  and  1  strongly  spoke  out  against 
advertising.   We  finally  said,  "Okay,  a  consensus  to  advertise  has 
been  reached  even  though  two  of  us  don't  agree."  But  I  did  say 
that  if  we  were  going  to  proceed,  then  we  have  to  do  it  very 
thoughtfully  and  sensitively,  and  that  I  did  not  want  us  using  a 
crass,  commercial  approach  to  it.   We  also  insisted  on  approving 
it  at  the  Central  Office;  all  proposed  advertising  had  to  go 
through  the  Central  Office.   Once  in  a  while  we  would  find  out 
that  a  region  — 

Chall:   This  meant  the  whole  program? 

Vohs:    The  whole  program.   I  don't  know  if  you  ever  saw  those  first  TV 

ads,  the  "Good  people,  good  medicine"  ads?   They  were  showing  just 
very  brief  shots  of  our  physicians,  talking  about  why  they  got 
into  medicine  and  things  of  that  sort.   To  me,  that  was  an 
acceptable  way  to  do  it;  they  were  our  physicians.   I  absolutely 
insisted  that  if  we  ever  had  people  on  the  ads  that  were  supposed 
to  be  members,  they  had  to  be  members.   In  fact,  one  of  the  most 
effective  ads  we  had  was  a  woman  physician  in  Hawaii  with  her 
black  medicine  bag,  talking  about  how  it  had  been  her  father's. 
He  too  had  been  a  physician.   She  says  this  in  a  way  —  you  almost 
cry  as  she's  talking  about  how  proud  she  is.   Later  she  left 
Kaiser,  and  we  pulled  the  ad  because  she  was  no  longer  with  us. 
If  we  had  to  advertise,  I  wanted  to  be  sure  it  was  factual  and 
credible . 

There  was  an  interesting  side  story  from  the  advertising  firm 
that  we  hired.   As  they  were  developing  the  ads,  their  creative 
director  went  around  and  interviewed  our  doctors  and  other 
personnel.   He  became  so  impressed  with  our  physicians  that  he 
enrolled  as  a  member  [chuckle].   He's  the  one  that  came  up  with 
the  concept  of  showing  the  physicians  and  the  "Good  people,  good 
medicine"  theme. 

Chall:   The  ad  I  have  is  a  press  ad,  and  it  has  the  names  of  doctors  in 

one  huge  full-page  newspaper  ad.   I'm  not  sure  whether  it  was  all 
the  regions—well,  it  must  have  been  just  northern  California,  I 
would  suspect.   There  were  a  lot  of  names.   I'll  bring  it  next 

time . 

Vohs:    It  would  have  to  be  pretty  close  to  2,000  names. 
Chall:   It  was  quite  a  few. 
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Vohs:    I'd  like  to  see  it.1 

Unfavorable  Media  Coverage 


Chall:   In  1982  there  was  a  series  of  three  articles  in  the  San  Jose 

Mercury  News,  mainly  it  had  to  do  with  malpractice,  but  it  also 
stressed  that  doctors  really  made  a  lot  of  money  if  they  didn't 
send  their  patients  to  have  important  tests  made,  therefore  the 
medical  group  would  make  a  profit.   So,  the  article  claimed,  it 
wasn't  quite  proper  to  say  that  Kaiser  Permanente  was  a  nonprofit 
organization.   How  did  this  come  about,  this  highly  critical 
three-part  article?2 

Vohs:    It's  still  a  sore  point  for  me.   A  couple  of  things:  one  is,  I've 
forgotten  exactly  the  background  of  the  author- - 

Chall:   I  can  tell  you  his  name  [looks  through  notes].   Bob  Goligoski. 

Vohs:    But  there  was  a  connection  between  him  and  a  woman  that  he  was 

either  living  with  or  going  with  at  the  time  who  was  in  one  of  the 
unions  and  had  had  some  kind  of  serious  grievance  with  us--more  of 
a  grievance  on  the  union  side.   We  think  Goligoski  was  influenced 
to  do  such  a  negative  series  of  articles  as  a  result  of  his 
relationship  with  his  friend.   That's  one  part  of  it.   They 
submitted  to  us  beforehand  most  of  the  articles  that  were  to  be 
printed  and  allowed  us  to  comment. 

Chall:   The  editor  or  publisher? 

Vohs:    Both  Goligoski  and  the  editor  did.   We  had  several  meetings  with 
the  editor  and  the  publisher,  and  we  took  issue  with  much  of  what 
Goligoski  had  written. 

He  researched  malpractice  suits  that  had  been  brought  against 
us  and  described  them  in  explicit,  inflammatory  detail  in  the 
paper.   Like  many  malpractice  suits,  the  way  events  are  described 
in  the  suit  may  not  come  close  to  what  really  occurred.   In 
bringing  a  suit,  the  plaintiff  tries  make  a  very  strong  case  in 
their  depiction  of  the  facts.   So  there's  some  terrible 
descriptions  of  the  care  that  was  allegedly  provided.   That  isn't 


;See  pages  213-214.   For  further  discussion  on  media  coverage  and 
advertising,  see  pages  191-196. 

2Bob  Goligoski,  "Kaiser:  The  Cost  of  Discount  Care,"  San  Jose  Mercury 
News,  December  19,  20,  21,  1982. 
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necessarily  the  care  that  was  provided  when  you  go  back  and  review 
the  actual  medical  records.   We  of  course  could  not  disclose  any 
medical  information  or  present  our  view  of  what  really  occurred  in 
those  cases.   Some  of  the  suits  may  have  been  justified;  I  don't 
mean  that  they  weren't.   Mistakes  are  made.   Those  things  do 
happen.   But  the  contention  that  we  had  more  cases  than  other 
practitioners  was  not  true.   In  every  way  that  we  tried  to  analyze 
it,  we  had  fewer  malpractice  cases  and  less  malpractice  cost  than 
other  medical  organizations. 

But  you  also  have  to  remember  that  we  have  hospitals,  and  we 
can  have  hospital  malpractice  cases,  and  we  have  medical  groups 
and  we  can  be  sued  for  medical  malpractice,  and  we're  a  health 
plan  and  there  can  be  claims  that  members  didn't  get  the  coverage 
they  were  supposed  to.   You  can't  just  compare  our  experience  to  a 
single  hospital,  and  you  can't  just  compare  our  experience  to  a 
medical  group--you  have  to  make  a  total  comparison.   And  the  data 
isn't  very  easy  to  find.   We  took  issue  with  most  of  what  was 
written  in  the  articles,  but  we  were  never  effective  in  terms  of 
altering  the  stories,  and  the  stories  were  published.   If  you 
followed  the  paper  after  the  series  was  published  and  read  the 
letters  to  the  editor  of  our  loyal  members--1 

Very  loyal. 

--who  said,  "Wait  a  minute,"  and  went  on  to  praise  the  care  they 
received  at  Kaiser.   Eventually  the  Mercury  News  let  Goligoski  go; 
he  was  dismissed. 

Even  the  editorial  that  followed  it  was  not  exactly  neutral.2 

In  a  word,  it  was  bad  journalism.   It  was  by  somebody  who  had  a 
reason  that  they  wanted  to  do  a  job  on  us,  and  they  did  it,  and 
they  did  a  grand  job  of  it.   I  tell  you,  it  was  one  of  the  more 
painful  experiences  in  my  life,  because  I  think  you  know  how  I 
feel  about  our  program.   So  for  somebody  to  make  these 
allegations,  which  were  not  accurate,  and  have  it  appear  on  three 
consecutive  days  in  the  newspaper—it  was  very  painful. 

I  wondered  how  you  all  reacted  to  that. 

Eventually  we  did  get  a  retraction.   But  it  was  back  with  the 
truss  ads  [laughs].   You  don't  see  that  up  front.   It's  not  a 


'Letters  page,  San  Jose  Mercury  News.  January  1,  1983,  p.  7B;  January 
5,  1983,  p.  6B. 

2"Economics  of  Health  Care,"  December  23,  1982,  6B. 
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total  retraction--!  shouldn't  even  probably  use  the  word 
"retraction. " 

Chall:   Who  retracted? 

Vohs :    The  editors  and  publishers.   I've  forgotten  exactly  the  word—it 
doesn't  totally  retract,  but  it  was  a  statement  that  at  least 
helped  us  a  little  bit. 

Chall:   Was  there  an  effect  from  all  this? 
Vohs:    I  don't  think  so. 

Chall:   Because  these  are  the  usual  kinds  of  things  that  you  hear  nowadays 
about  Kaiser  or  any  other  HMO. 

Vohs:    You  could  do  this  with  any  doctor  that's  ever  had  a  malpractice 
suit.   If  you  just  publish  what  the  contention  of  the  patient  is 
about  what  occurred,  you  can  just  destroy  somebody. 

Chall:   So  I  suppose  it  hurt  all  the  way  through  —  all  the  way  from  you, 
all  the  way  down  the  line  to  the  medical  men. 

Vohs:    The  people  that  were  involved.   Those  with  the  cases. 

Chall:   Yes,  some  of  the  people  were  interviewed,  and  their  pictures  are 
included. 


Board  of  Directors,  Kaiser  Foundation  Health  Plan,  Inc.,  Kaiser  Foundation 
Hospitals,  1992.   Back  row,  from  left  to  right:  Bob  Ridgley,  Dick  Landis,  Bruce 
Rockwell,  Mary  Reres,  Jean  Cornuelle,  Jack  Miller,  Nancy  Hicks  Maynard,  Dan  Wagster, 
and  Eugene  Trefethen.   Seated,  left  to  right:  Wayne  Moon,  Jim  Vohs,  and  Dave 
Lawrence.   Missing:  Henry  Meade  Kaiser. 


Vohs  Family,  1997. 
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VI   THE  CENTRAL  OFFICE,  1971-1992  (CONTINUED):  DEVELOPING  AND 
REFINING  BASIC  POLICIES  AND  PROCEDURES 


[Interview  5:  May  23,  1997] 


Phone  Logs 


Chall:   [Mr.  Vohs  shows  Mrs.  Chall  notebooks  in  which  he  kept  records  of 
his  phone  calls]   Well,  one  thing:  it  looks  as  though  you  were  on 
the  phone  a  great  deal.   [laughter] 

Vohs:    Yes. 

Chall:   About  all  kinds  of  problems:  regional  meetings,  Quigg  Newton's 
suggestion  re  directors. 

Vohs:    Too  bad  I  didn't  put  down  what  the  suggestion  was. 

Chall:   Well,  you  probably  could  remember  all  that  at  the  time.   It  didn't 
matter . 


Vohs:    Yes. 

Chall:   [reading  from  notebook]   The  Palmer  capacity  to  borrow  additional 
funds,  now  can  borrow  105  million;  Steil;  [Jerry]  Stuart's 
decision  is  on  pride  and  appearance;  Stuart  as  an  executive  vice 
president;  PSI  associates;  Barney  [Rhodes]  not  totally  committed 
to  a  yes  decision;  [Bill]  Lindgren's  assignment;  advisory  group 
for  KF1,  KPAS. 

Vohs:    KPAS  is  Kaiser  Permanente  Advisory  Services. 

Chall:   [Continuing  to  read]   A  role  for  Beverly  Meyers;  Bill  McLoud's 

application;  Kovner  to  Portland;  letters  to  Ruth  Love,  can  serve 
on  Environmental  Task  Force;  Dr.  Caulfield  okay  on  Dr.  Kennedy  for 
Katie. 
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Vohs:    Katie  Trefethen,  Gene  Trefethen's  wife.   Katie  Trefethen  probably 
needed  to  be  seen,  and  Dr.  Kennedy  was  recommended  by  Dr. 
Caulfield  to  be  her  internist  in  San  Francisco. 

Chall:   You  were  on  the  telephone  for  just  about  everything. 
Vohs:    Yes.1 


James  Vohs'  List  of  Key  Milestones  in  the  Direction  of  the  Medical 
Care  Program 


Chall:   You  said  you  wanted  to  be  sure  to  cover  some  events  in  Kaiser 
history  today.   You  have  some  notes? 

Vohs:  Well,  I  just  made  notes  about  some  of  the  things  I  wanted  to  cover 
in  these  interviews.  At  this  point  I  don't  remember  for  sure  what 
we've  talked  about  and  didn't  talk  about. 

Chall:   Well,  that  doesn't  matter.   It  signifies  importance  because  you 
list  them. 


The  Larson  Commission 

Vohs:    A  couple  of  things  that  were,  I  thought,  important.   Following  the 
Tahoe  agreement,  the  first  contract,  which  we  call  the  Medical 
Service  Agreement,  was  signed  in  southern  California  in  1956.   It 
was  a  major  achievement  following  the  Tahoe  Conference  because  in 
northern  California,  they  were  having  great  difficulty  coming  to 
an  agreement,  and  a  number  of  issues  had  risen  that  were  blocking 
it.   So  the  ability  to  get  that  first  contract  in  southern 
California  was  important.   Now  that  happened  the  year  before  I 
arrived  in  southern  California. 

The  Larson  Commission—you've  probably  heard  of  that? 
Chall:   Yes,  I  have. 

Vohs:    It  was  an  American  Medical  Association  commission,  and  they  were 

surveying  different  kinds  of  health  plans.   Their  report  on  Kaiser 


'Use  of  the  telephone  covered  more  completely  on  pages  161- 16A. 
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was  positive  —  not  as  strong  as  we  thought  it  should  have  been, 
but,  certainly  very  positive  for  the  AMA.   It  was  very  significant 
because  it  stated  that  the  quality  of  care  in  Kaiser  Permanente 
was  equal  to,  if  not  better  than,  care  provided  in  the  community. 

Chall:   It  gave  you  a  good  start. 

Vohs:    Yes.   It  was  really  important  to  have  the  AMA  "come  to  that 

conclusion.   Dr.  Larson  was  a  very  objective,  fair  individual  who 
headed  the  commission.   One  of  the  fellows  that  he  had  working  on 
his  staff  I  thought  was  very  helpful,  too.   I  was  in  southern 
California  when  the  Larson  Commission  came  and  reviewed  us. 


Changing  the  Composition  of  the  Board  of  Directors 


Vohs:    I  made  a  note  about  the  board  of  directors  and  the  transformation 
of  the  board  from  a  board  that  was  comprised  of  Kaiser  executives 
and  the  attorneys  for  the  Kaiser  companies--the  outside  counsel- 
to  starting  to  bring  in  independent  directors  that  had  no  prior 
connection  with  Kaiser,  people  of  prestige  and  reputation.   That 
was  really  Dr.  Keene's  doing.   Edgar  Kaiser  had  brought  in  a 
couple  of  outside  individuals  before  Dr.  Keene  started  bringing  in 
some.   They  were  outsiders,  but--. 

Chall:   Business? 

Vohs:    Well,  one  of  them  was  Arthur  Goldberg,  who  had  been  an  associate 
justice  of  the  Supreme  Court. 

Chall:   And  also  a  strong  labor  leader. 

Vohs:    Yes,  that's  right,  he  had  been  general  counsel  to  the  United 

Steelworkers .   And  he'd  been  ambassador  to  the  United  Nations. 
The  other  individual  that  Edgar  added  to  the  board  was  Art 
Linkletter . 

Chall:   Oh,  yes.   That  was  not  exactly  the  best  choice. 

Vohs:    No.   That  didn't  sit  well  with  anybody,  and  he  didn't  last  very 
long. 

Chall:   That's  right. 

Vohs:    During  his  tenure  a  Sunday  supplement  was  distributed  with 

newspapers  throughout  the  country  with  his  picture  endorsing  one 
of  these  really  very  questionable  indemnity  schemes.   [laughter] 
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He  was  given  the  choice  of  either  disengaging  himself  from  the 
insurance  company  he  was  advertising  and  staying  on  our  board  or 
resigning  from  our  board.   He  resigned  from  our  board. 

Chall:   Didn't  he  have  any  idea  what  he  had  done? 

Vohs :    No,  I  don't  think  so.   No,  he  had  no  idea;  fortunately  he  didn't 
last  very  long. 

Then  Dr.  Keene  did  start  bringing  in  some  important  people. 
Dr.  [Robert]  Glaser  was  the  first  person  he  brought  on  the  board. 
Dr.  Glaser  had  been  dean  of  the  medical  school  at  Colorado,  and 
then  he'd  come  over  to  be  dean  of  the  medical  school  at  Stanford, 
and,  later,  vice  president  for  medical  affairs.   He  recommended 
several  people,  then,  that  Dr.  Keene  brought  on.   One  of  them  was 
Dr.  Mary  Bunting,  who  had  been  a  member  of  the  Atomic  Energy 
Commission;  she  had  been  president  of  Radcliffe;  and  she  came  in 
directly  on  Dr.  Glaser 's  recommendation.   Also,  Quigg  Newton,  who 
had  been  mayor  of  Denver  and  president  of  the  University  of 
Colorado.   There  was  another  person,  too,  but  I'm  blanking  on  who 
it  was  right  now.   Then,  later,  Bill  Hewlett,  of  Hewlett-Packard, 
came  on  the  board  at  Glaser 's  suggestion. 

Chall:   Dr. --what's  his  name—Mitchell? 

Vohs:    Oh,  Spellman.   [Mitchell  Spellman]   His  name  came  from  Dr.  Glaser, 
also.   Yes.   And  so  did  Bill  Grant,  a  highly  regarded  attorney 
from  Denver. 

Chall:   Now,  did  this  go  over  well,  do  you  think,  with  Edgar  Kaiser,  who 
had  really  been  in  charge  before?   Did  he  accept  this  change? 

Vohs:    Yes.   I  think  especially  the  choice  of  Dr.  Glaser  sat  well  with 

him.   I  think  the  idea  of  Dr.  Glaser  being  dean  or  vice  president 
of  medical  affairs  at  Stanford--!  think  that  was  impressive  to 
Edgar.   As  a  matter  of  fact,  I  may  have  mentioned  this  to  you: 
when  I  was  selected  to  replace  Dr.  Keene,  rather  when  I  was 
finally  in  the  position  and  Dr.  Keene  had  retired  —  at  one  of  the 
very  first  meetings  I  had  with  Edgar  Kaiser,  he  said  that  since  we 
no  longer  had  a  physician  as  the  head  of  the  program  that  it  might 
be  well  to  have  Dr.  Glaser  as  vice  chairman  of  the  board.   I  said 
I  didn't  think  that  would  be  a  good  idea,  that  from  the  standpoint 
of  our  medical  groups  and  our  medical  directors  —  they  would 
strongly  prefer  that  there  not  be  a  physician  identified  in  a 
leadership  capacity  in  Health  Plan  and  Hospitals  because  it 
blurred  the  lines  in  the  eyes  of  many  people  about  the 
independence  of  the  medical  groups. 
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I  think  Dr.  Glaser  was  very  disappointed  in  my  position,  and 
since  he  had  been  chair  of  the  Search  Committee  that  selected  me, 
it  probably  didn't  sit  well  with  him,  and  Edgar  wasn't  really 
pleased  about  it,  but  he  agreed. 

Anyway,  to  me,  the  introduction  of  outside,  independent 
directors  was  a  very  important  turn  in  the  program,  in  terms  of 
the  overall  governance  and  direction  of  the  program. 


The  Kaiser  Family  Foundation  and  the  Expansion  Fund 


Vohs: 


Chall: 


Vohs: 


We've  talked  a  lot  about  the  Kaiser  Permanente  Committee, 
know,  that's  one  of  those  internal  developments  that  was 

important . 


You 


The  expansion  fund  that  we  instituted,  and  the  financial 
support  that  we  got  from  the  [Kaiser]  family  foundation  to  expand 
--that  was  very  important  to  us.   We  would  not  have  expanded  to 
Hawaii,  Colorado,  or  Ohio  had  we  not  had  that  support  from  the 
family  foundation.   Even  though  we  had  the  capacity  to  expand 
without  their  financial  contributions,  it  was  important  from  the 
standpoint  of  the  medical  groups  that  we  were  not  taking  capital 
out  of  the  existing  regions  to  do  it.   The  fact  that  we  were 
getting  money  from  the  family  foundation  satisfied  them.   It  was 
helpful . 


Yes,  particularly  at  that  early  stage. 
to  expansion. 


They  could  see  no  threat 


Yes,  and  then  to  get  the  medical  groups  to  agree  to  putting  money 
out  of  dues  into  an  expansion  fund  —  that  was,  again,  helpful—but 
it  was  because  of  the  initial  family  foundation  support  that  we 

were  able  to  do  that. 


The  Kaiser  Permanente  Executive  Program  at  Stanford 


Vohs:    The  Kaiser  Permanente  Executive  Program  that  we  had  at  Stanford- 
are  you  familiar  with  it?--is  on  my  list  of  items  to  cover. 

Chall:   No,  I  don't  I  think  we  have  talked  about  it,  but  I'd  rather  that 
you  went  over  it  again,  even  if  we  have. 
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Vohs:    Let's  see  if  I  can  come  up  with  the  date.   It  was  probably  1963,  I 
would  guess,  that  Karl  Steil  was  sent  back  to  the  Harvard  Advanced 
Management  Program.   It  might  have  been  '64,  because  Scott  Fleming 
was  next  the  following  year,  and  then  I  was  next  the  following 
year,  and  I  went  back  in  1966.   So  it  was  probably  '64,  '65,  and 
'66.   The  three  of  us  believed  there  was  great  value  in  the 
Harvard  program  and  we  were  unanimous  in  our  view  that  we  should 
send  senior  executives  and  key  medical  group  leaders  to  the 
Harvard  program. 

We  then  began  sending  people  to  the  Harvard  and  Stanford 
advanced  management  programs,  usually  two  people  at  a  time.   At 
one  point  we  were  sending  more  people  to  the  Harvard  program  than 
any  other  organization  in  the  country- -which  was  really  surprising 
since  we  were  a  nonprofit,  health  care  organization.   It  was  very 
unusual.   But  we  realized  that  while  it  was  very  expensive,  and  we 
couldn't  send  everybody,  it  was  an  essential  and  invaluable 
experience  for  our  current  and  future  leaders. 

So  much  so,  the  Northern  California  Region  developed  an 
executive  program  with  the  business  school  at  Stanford  for  mid- 
level  managers,  using  Stanford  professors  as  the  faculty,  at  times 
when  they  were  not  involved  with  their  own  Stanford  classes.   We 
called  these  summer  programs  the  Kaiser  Permanente  Executive 
Programs  (KPEP) .   We  eventually  sent  seven  or  eight  hundred  people 
from  all  of  our  regions  through  it.   KPEP  was  originally  a  four- 
week  program:  two  two-week  programs  with  a  break  in  between.   We 
then  added  a  fifth  week  in  which  we  used  our  own  executives  as 
faculty.   The  fifth  week  was  to  provide  real  background  and 
information  on  various  aspects  of  how  Kaiser  Permanente  worked, 
because  these  attendees  were  people  from  different  departments: 
nursing  directors,  hospital  administrators,  clinic  managers, 
people  in  finance,  Health  Plan  representatives,  et  cetera,  who 
were  unlikely  to  have  a  broad  view  of  Kaiser  Permanente  operations 
and  the  mission  and  objectives  of  the  program. 

Stanford  had  an  advanced  management  program  similar  to 
Harvard's.   The  Harvard  program  was  a  thirteen-week  program  while 
the  Stanford  program  was  eight  weeks. 

Chall:   You  cut  yours  to  four? 
Vohs:    Yes. 

Chall:   In  order  to  make  it  fit  more  to  the  needs  of  the  Kaiser 
organization? 

Vohs:    Right,  and  what  we  felt  we  could  afford,  in  that  we  just  couldn't 
afford  to  give  everybody  that  full-fledged,  eight-week  program. 
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Chall:   And  then,  the  fifth  week  you  used  just  your  own  personnel  as 
instructors? 

Vohs:    Yes.   Then  the  fifth  week  was  just  our  own  people.   For  example, 
we  sent  Susan  Porth--our  vice  president  of  finance  —  to  talk  about 
financing- -how  we  did  our  financing,  the  importance  of  it;  Bill 
Lindgren  to  discuss  personnel  policies  and  philosophy,  plus 
marketing  representatives,  medical  directors,  et  cetera. 

This  was  important  because  these  were  people  who  really 
weren't  involved  in  the  financing  and  didn't  know  how  we  did  it  or 
what  our  process  was  or  what  our  thinking  was.   Then  we  would  have 
Health  Plan  managers  speak  to  the  classes  about  how  we  went  about 
marketing  our  program—what  we  were  trying  to  achieve,  our 
benefits,  how  we  designed  our  benefit  programs,  and  how  we  priced 
them--just  to  give  everybody  at  least  a  surface  understanding  of 
the  total  program.   We  felt  it  was  very  successful. 

Karl  Steil  gets  credit  for  having  started  it.   At  first  it  was 
designed  primarily  for  northern  California  personnel,  and  the 
Northern  California  Region  managed  it. 

Chall:   What  about  the  other  regions? 

Vohs:    Right  from  the  beginning,  though,  a  few  people  from  the  other 

regions  were  included.   Eventually,  we  took  it  over  in  the  Central 
Office,  and  it  became  a  much  more  balanced  mix  of  the  other 
regions  and  northern  California. 

Chall:   So  you  stayed  with  Stanford?   You  didn't  set  one  up  at  USC 
[University  of  Southern  California]  or  any  other  place? 

Vohs:  No,  we  brought  everybody  in  to  just  the  Stanford  program. 

Chall:  And  from  the  East  Coast  —  did  you  bring  them  here? 

Vohs:  Oh,  yes. 

Chall:  How  long  did  it  last?   How  long  did  you  keep  this  going? 

Vohs:  It  was  still  going  when  I  left. 

Chall:  Oh,  it  was?   At  Stanford? 

Vohs:  Yes. 

Chall:  So  then  you  weren't  sending  people  to  Harvard  anymore? 
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Vohs:    We  still  were.   Yes,  we  still  were  sending  our  top  medical 

directors.   When  an  individual  was  elected  a  medical  director, 
usually  they  were  elected  about  a  year  in  advance,  we  would  try  to 
get  them  to  the  Harvard  program.   We  did  send  some  people  to  the 
Stanford  summer  program:  Dr.  Barney  Rhodes,  for  instance,  went  to 
the  summer  program,  Walt  Palmer  went  to  the  Stanford  summer 
program.   We  used  both  Stanford  and  Harvard. 

Chall:   And  you  made  a  choice,  I  would  guess,  as  to  who  would  go  to  which 
place? 

Vohs:    Yes. 

Chall:   It  depended  upon  their  management  level  and  the  need  that  you  felt 
for  their  specific  training? 

Vohs:    Well,  yes.   I  mean,  the  higher  level  of  managers  we'd  send  to 

Harvard  or  to  the  regular  Stanford  program.   It  was  more  the  next 
level  down,  trying  to  select  people  that  we  felt  had  real 
potential,  that  we  sent  to  KPEP. 

Chall:   Apparently  because  you  kept  it  going  all  these  years,  you  felt 
that  it  paid  off? 

Vohs:    Oh,  yes,  and  it  did  more  than  just  expose  them  to  new  management 
tools  and  processes  and  broader,  more  global  understanding  of 
management,  it  provided  an  interchange  and  bonding  between  KP 
people  in  different  parts  of  the  organization,  in  different  areas 
of  the  country.   People  who  went  through  that  program  will  tell 
you  that  their  relationship  with  their  classmates  was  one  of  the 
most  valued  parts  of  their  experience. 

"We  were  classmates  in  KPEP  IV,"  or  KPEP  VI.   There  was  a 
bonding  that  went  on  that  was  very,  very  positive. 

Chall:   Yes,  that  would  be  good  for  your  organization.   And  in  Harvard, 
because  they  were  meeting  people  from  other  corporations,  that 
would  have  some  special  effect  —  good  contacts. 


The  Harvard  Advanced  Management  Program  and  the  Bank  of 
America 


Vohs:    Well,  that  was  very  helpful.   Some  day,  I'll  tell  you  the  story  of 
how  we  got  the  Health  Plan  offered  to  Bank  of  America  employees. 
Tom  Clausen,  longtime  chairman  of  the  BofA,  was  a  classmate  of 
mine  when  I  was  at  Harvard,  and  we  had  an  interesting  experience. 
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Chall:   Well,  while  you're  on  it,  you  might  as  well  tell  me. 

Vohs:    Well,  it's  kind  of  funny  because  Tom  was  in  my  class.   Shortly 
after  we  finished,  he  was  elected  president  of  the  Bank  of 
America.   We  had  at  least  ten  bankers  in  our  class  at  Harvard, 
most  of  them  were  eastern  bankers  who  thought  they  were  pretty 
elite.   I  was  really  thrilled  when  Tom  was  the  first  one  in  the 
class  to  become  a  CEO.   Later,  ones  from  Hanover,  from  Chemical 
Bank,  all  became  chairmen,  too,  but  Tom  was  the  first. 

Of  course,  Kaiser  was  a  long-term  customer  of  Bank  of  America. 
Tom  had  a  policy  of  intermittently- -maybe  every  two  years- 
inviting  customers  in  for  lunch.   He  would  put  on  a  big  lunch  at 
the  top  floor  of  the  Bank  of  America  headquarters  and  have  some  of 
his  top  vice  presidents  there.   Dr.  Keene  and  I  were  the  guests  at 
one  of  those  lunches.   Tom  was  making  a  speech  about  how  important 
the  relationship  between  the  Bank  of  America  and  Kaiser  was,  how 
it  was  very  important  to  the  bank,  and  how  much  he  regarded  the 
Kaiser  Permanente  program—thought  it  was  just  an  outstanding 
program,  pleased  with  their  relationship  —  and  waxed  on  and  on. 

When  he  finished,  I  said  to  him—and  I  wouldn't  have  done  this 
if  I  hadn't  known  him,  if  we  hadn't  been  classmates— but  I  said  to 
him,  "You  know,  it's  interesting,  Tom,  that  we  have  this  wonderful 
relationship  and  you  think  so  much  of  us,  and  yet  you  don't  offer 
our  program  to  your  employees." 

Well,  I  mean,  there  was  silence.   I  mean  there  was  silence . 
and  he  coughed  and  turned  to  somebody  and  said,  "Well,  gee,  what 
kind  of  health  plan  do  we  offer?"   One  of  the  vice  presidents 
said,  "Gee,  I  don't  know,"  turned  to  another  vice  president  and 
asked,  "What  kind  of  program  do  we  offer  our  employees?"   Well, 
they  just  —  they  were  really  embarrassed.   But,  as  an  outcome,  the 
bank  shortly  afterward  began  offering  Kaiser  Permanente  as  a 
choice  to  their  employees.   [laughter]   But  Dr.  Keene  about  fell 
out  of  his  chair  when  I  made  my  comments  to  Tom  at  the  lunch.   He 
was  shocked. 

Chall:   Look  what  you  got  out  of  it. 

Vohs:    Yes,  and  it's  been  a  very  important  group.   Of  course,  later,  most 
of  the  other  banks  enrolled  in  the  plan.   Sure  it  was  helpful. 

Chall:   Yes,  yes,  of  course.   [laughter]   We  didn't  want  to  miss  that 

story . 
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The  Quality  of  Care  Committee 


Vohs :    Another  item  I  put  on  my  list  to  discuss  was  the  Quality  of  Care 
Committee.   I  think  we  were  one  of  the  first  health  care 
organizations  in  the  country  that  had  a  board  committee  on  quality 
of  care. 

Chall:   Now,  as  I  understand  it  from  talking  to  —  let's  see,  who  was  it  — 
maybe  it  was  Jim  Lane.   He  recalled  that  the  Quality  of  Care 
Committee  came  out  of  some  problem  with  the  San  Diego  Hospital, 
that  the  state  of  California  Department  of  Health  Services  had 
declared  was  deficient.1 

Vohs:    Yes. 

Chall:  And  at  that  point  you  established  a  board  committee  on  Quality  of 
Care.  Eventually  you  got  all  the  regions  to  cooperate  —  to  survey 
all  of  the  care  being  provided  on  a  continuing  basis. 

Vohs:    Oh,  immediately.   We  did  it  very  carefully.   It  was  always  the 
position  of  the  medical  groups  that  they  were  responsible  for 
quality,  but  in  a  legal  sense,  the  Health  Plan  and  the  Hospitals 
were  responsible  for  quality.   We  didn't  want  to  tell  the  medical 
groups  that  they  were  no  longer  responsible  for  quality.   We 
wanted  them  to  feel  the  responsibility,  but  we  also  had  to  really 
be  certain,  ourselves,  of  assuring  quality.   Our  board  had  that 
responsibility. 

So  we  moved  very  carefully.   We  worked  with  the  medical 
directors  so  that  they  understood  what  we  were  trying  to  achieve, 
and  understood  what  the  role  of  the  committee  was  going  to  be  and 
what  their  responsibilities  were. 

The  San  Diego  situation  was  a  wake-up  call  to  us,  really, 
because  we  had  a  very  bad  case  down  there.   I  don't  recall  the 
details  —  but  the  state  surveyors  were  very  concerned  about  it. 
And  they  said  to  us:  "If  we  find  something  is  wrong  in  one  of  your 
hospitals,  then  you  have  the  responsibility  to  be  sure  that  the 
same  problem  isn't  occurring  in  any  of  your  other  hospitals." 

We  couldn't  just  deal  with  problems  in  one  hospital  by  itself. 
We  had  to  look  at  the  system  and  make  sure  that  when  a  problem 
arose  in  one  of  our  facilities  there  wasn't  a  similar  problem  in 
another  facility,  that  the  system  was  working.   We  really  needed 


'Notes  from  the  interview  with  James  Lane  will  be  deposited  in  The 
Bancroft  Library  with  the  James  Vohs  volume. 
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to  have  more  oversight  and  a  way  to  pass  on  this  information  from 
hospital  to  hospital  and  from  region  to  region. 

So  we  set  up  a  department  on  quality,  and  we  brought  in  an 
outstanding  person  to  run  the  department.   Then  we  set  up  the 
Quality  of  Care  Committee  of  the  board.   We  had  a  department  on 
quality,  as  well  as  a  board  committee. 

Chall:   That  must  have  been  difficult  to  do.   How  did  you  choose  the 
members  of  the  committee  from  the  board? 

Vohs :    Yes,  it  was.   Quite  frankly.   In  retrospect,  I  made  a  wrong  choice 
for  the  chairperson—but  it  worked.   I  selected  somebody  who  was  a 
businessman  who  really  never  did  get  a  good  feel  for  some  of  the 
nuances  and  the  sensitive  nature  of  the  subject.   But  we  made  it 
work. 

Chall:   "The  nuances,"  meaning  the  relationship  between  the  board  and  the 
doctors? 

Vohs:    Partly  that,  partly  understanding  how  that  relationship  worked. 
Another  part  was  understanding  the  difference  between  quality  of 
care  and  quality  of  service.   There's  an  overlap,  but  there  is  a 
difference,  and  I  think  the  first  chairman  kept  confusing  quality 
of  service  and  quality  of  care. 

But  as  far  as  I'm  concerned,  the  committee  and  the  Quality 
Department  had  a  substantial  influence  on  our  quality  assurance 
programs  and  ultimately  on  the  quality  of  care  being  provided 
throughout  the  program.   We  were  achieving  what  we  wanted  to 
achieve.   We  really  opened  up  the  issue.   We  made  site  visits  —  the 
committee  made  site  visits  several  times  a  year  to  each  region. 
It  worked.   It  was  a  very,  very  busy  committee,  and  that  was  part 
of  the  reason  I  selected  the  individual  I  did  to  chair  it,  since 
he  was  retired  and  could  spend  the  time  needed. 

Chall:   The  other  members  of  the  committee  were  strong? 

Vohs:    Yes.   Very  strong,  very  capable,  and  very  conscientious. 

One  of  the  members  was  Mary  Reres,  who  had  been  dean  of  the 
school  of  nursing  at  UCLA;  she  was  very  knowledgeable.   The  other 
member  of  the  committee  was  Nancy  Hicks  Maynard,  who  was  a  very, 
very  bright  woman,  had  written  some  books  on  medicine  and  health 
care,  and  she'd  had  an  interest  in  it  when  she  was  a  journalist. 
I  also  attended  every  meeting  of  the  committee  and  every  site 
visit . 

Chall:   Did  you  all  go  together  on  site  visits? 
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Vohs:    Yes. 

Chall:   Was  this  at  a  time  when  you  had  more  than  the  six  regions? 

Vohs:    Yes. 

Chall:   How  did  you  deal  with  some  of  the  regions  where  you  didn't  have 
your  own  hospitals?   How  did  you  manage  the  site  visits  and  your 
concerns,  when  the  hospitals  really,  in  a  sense,  belonged  to  other 
organizations? 

Vohs:    Well,  we  asked  for  quality  reports  from  those  hospitals.   We 

insisted,  for  instance,  on  getting  their  accreditation  reports 
from  the  Joint  Commission  on  Accreditation  of  Hospitals,  which  we 
hadn't  been  getting  before.   Those  were  always  closely  guarded. 
We  essentially  said  if  we're  going  to  be  using  your  hospital  and 
hospitalizing  our  patients  here,  we  have  to  see  those 
accreditation  reports.   We  have  to  know  how  well  you  are  doing, 
and  in  what  areas  you  have  found  weaknesses  and  what  you  are  doing 
about  them.   It  was  helpful  in  that  way. 

It  was  more  difficult  to  assess  the  quality  of  care  when  we 
were  sending  patients  to  outside  physicians,  as  we  were  in  the 
smaller  regions.   We  just  had  a  very  small  core  of  physicians  that 
made  up  our  own  medical  group,  most  of  the  care  was  provided  by 
outside  specialists  that  we  were  referring  patients  to.   It's  more 
difficult  to  measure  the  quality  of  care  going  on  in  a  physician's 
office.   For  the  most  part,  we  were  satisfied  that  our  physicians 
were  selecting  outside  specialists  that  were  well  known  in  the 
community  for  their  quality.   We  also  then  tried  to  identify  ways 
in  which  we  could  be  assured  that  their  procedures  and  their 
generic  screening  were  being  carried  out  in  accord  with  community 
standards . 

Chall:   So  you  felt  that  if  there  were  problems  you  were  able  to  handle 
them?   I'm  sure  there  might  have  been. 

Vohs:    Oh,  sure.   In  an  organization  as  large  as  Kaiser  Permanente,  and 
with  the  number  of  procedures  and  patient  visits  and  physicians- 
yes,  you're  always  going  to  have  some  problems,  but  I  think  what 
we  were  trying  to  do  was  to  find  the  best  ways  to  assess  quality 
and  to  assure  quality,  and  put  in  procedures  to  accomplish  that. 

Chall:   This  would  have  required  statisticians? 

Vohs:    Oh,  yes,  and  we  built  up  a  database  of  incidents—we  had  incident 
reports  that  we  reviewed  —  and  malpractice  cases.   Because  we  had  a 
department  that  was  doing  that.   We  instituted  very  good 
procedures  for  identifying  problems  and  assuring  quality.   Then, 
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of  course,  we  put  a  great  deal  of  emphasis  on  our  successfully 
receiving  accreditation  reports. 


Vohs :    There  was,  at  the  time,  the  Joint  Council  for  the  Accreditation  of 
Hospitals.   It's  now  changed  to  the  Joint  Council  for 
Accreditation  of  Medical  Organizations.   They've  gone  beyond  just 
accrediting  hospitals. 

Chall:   Would  this  have  caused  you  concern  about  some  of  your  medical 

directors  which  would  have  inclined  you  to  want  to  make  changes? 

Vohs:    Yes.   A  lot  of  it  was  the  result  of  the  reports  we  were  receiving, 
what  we  were  finding  out  through  the  process  that  we  had  set  up 
for  the  committee's  actions  and  its  review  of  each  region,  such  as 
the  number  of  malpractice  cases,  where  they  occurred,  how  they 
were  being  handled,  and  the  disciplinary  actions  being  taken.   We 
identified  some  very  serious  problems  in  our  Ohio  and  Texas 
regions.   We  ultimately  made  changes  in  the  medical  group 
leadership  in  those  regions.   That  was  not  easy  to  do. 


Making  Necessary  Changes  Within  the  Regions 

Chall:   I  was  wondering  how,  because,  truly,  it  wasn't  your 
responsibility,  as  it  were. 

Vohs:    Well,  in  a  sense,  it  was  our  responsibility. 
Chall:   But  not  your  authority? 

Vohs:    But  not  our  authority,  since  each  medical  group  was  an  independent 

entity. 

Chall:   So  how  did  you  manage  it? 

Vohs:    Well,  we  went  to  the  other  medical  directors.   Of  course  all  of 
the  medical  directors  wanted  to  be  sure  that  any  medical  group 
that  shared  the  name  Permanente  was  providing  care  at  a  high 
quality  and  that  it  had  a  reputation  for  providing  care  of  high 
quality.   They  were  concerned  about  how  it  would  reflect  on  all  of 
them  if  there  was  a  region  in  which  the  quality  was  not  up  to 
their  standards. 

It  was  surprising  that  it  was  sometimes  difficult  to  get  the 
medical  directors  involved.   At  first,  their  initial  reaction  was 
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that  these  were  independent  medical  groups,  and  they  didn't  have 
authority  over  them  either.   They  were  reluctant  to  involve 
themselves  in  the  management  of  another  medical  group,  but  over 
time  we  were  able,  in  the  two  cases  where  we  were  most  concerned, 
to  achieve  a  change  in  leadership.   It  was  not  easy,  and  it  was 
not  well  accepted—especially  in  the  Ohio  region,  it  was  not  well 
accepted  by  their  own  board,  the  medical  group  board.   They  were 
very  reluctant  to  accept  a  change. 

We  brought  in  medical  directors  from  other  regions  to  do  a 
quality  review.   At  first  we  used  them  as  consultants  to  point  out 
where  the  weaknesses  were  and  how  to  deal  with  them.   Ultimately, 
we  achieved  what  we  needed  to  achieve,  which  was  to  change  medical 
leadership. 


? 


Chall:  And  that  might  have  taken--what--f rom  six  months  to  a  year? 

Vohs:  Yes. 

Chall:  Phone  calls  and  persuasion? 

Vohs:  Yes. 

Chall:   Would  the  Kaiser  Permanente  Committee  have  dealt,  in  any  way,  with 
this? 

Vohs:    Not  really,  though  I  used  the  timing  of  the  Kaiser  Permanente 

Committee  to  meet  with  the  medical  directors  and  to  talk  to  them 
about  the  problems.   I  would  talk  to  several  of  the  medical 
directors  at  those  meetings,  pull  them  off  and  talk  to  them  about 
my  concerns  and  my  interest  in  enlisting  them  into  the  process  of 
change  and  review. 

Chall:   So  did  you  transfer  people  who  were  already  medical  directors  in 
some  of  the  other  regions  to  Ohio  and  Texas,  pull  them  out  and 
then  put  somebody  else  in  their  places? 

Vohs:    Right,  yes.   We  brought  in  physician  leaders  from  other  regions. 
That's  right. 

Chall:   Did  you  continue  with  the  board  committee?   Or,  gradually,  did  the 
regions  take  this  over? 

Vohs:    No,  no.   We  continued.   I  think  it  may  have  been  discontinued.   I 
think  they  have  another  process  now,  but  I'm  not  familiar  with 
what  they're  doing.   They're  certainly  not  doing  it  the  way  we  did 
it  when  I  was  there. 
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Handling  Wage-Price  Stabilization  Regulations  and  Other 
Decisions 


Vohs :    Another  important  and  difficult  period  we  went  through  was  when 
wage  price  stabilization  was  instituted  by  President  Nixon  in 
1971.   It  was  my  very  first  year  in  the  Central  Office  when  Nixon 
imposed  wage-price  stabilization  on  the  country.   It  was  a  very 
difficult  time  for  us,  because,  as  an  organization—an  integrated 
organization  of  hospitals  and  medical  groups  with  prices  we  set 
for  consumer  groups  —  it  was  easy  to  control  our  prices  in  contrast 
to  the  f ee-f or-service  world.1 

The  other  notes  I  have:  the  Dual  Choice  Concept? 

Chall:   Yes.   That's  in  my  notes  today,  too.   So  we  can  talk  about  that 
now. 

Vohs:    The  Federal  Employees  Health  Benefits  Act,  and  how  we  got  there. 

Medicare,  parts  A  and  B,  and  then  Fleming's,  Part  C.   I  don't  know 
if  we  talked  about  that. 

Chall:   Yes.   I  think  you've  talked  about  that.2 
Vohs:    Okay,  and  the  HMO  Act  of  1973. = 

Early  on  were  site  visits  to  the  United  Mine  Worker 
facilities,  because  the  mine  workers  had  asked  us  to  take  over 
their  hospitals  in  the  Appalachians.   I  think  we  might  have  talked 
about  that. 

Chall:   Yes,  I  think  you  decided  not  to,  but  I'd  like  you  to  fill  in  some 
of  the  details. 

Vohs:    In  Detroit,  too,  when  Walter  Reuther  wanted  us  to  take  over  the 

Community  Health  Association  of  Detroit.   Since  we  did  not  accept 
the  invitations  to  take  over  the  United  Mine  Worker  hospitals  or 
go  to  Detroit,  there  probably  isn't  much  purpose  in  going  over 
those  decisions. 


'This  subject  was  discussed  in  detail  earlier.   See  page  85. 
2Discussed  earlier  on  page  87. 
3Discussed  earlier  on  pages  86-88. 


154 


I  don't  know  if  we  talked  about  Kaiser  Foundation 
International,  Kaiser  Permanente  Advisory  Services,  the  dental 
plan  in  Oregon—prepaid  dental  plan  in  Oregon. 

Chall:   Yes.   If  not,  we'll  get  to  it  later--!  think  some  of  them  we  did 
talk  about.   What  follows  on  your  list  there? 

Vohs :    The  decision  to  expand  to  Hawaii,  Denver,  Cleveland--. 

Chall:   Denver  and  Cleveland  we've  talked  about.   Hawaii--!  thought  we  had 
covered  Hawaii,  and  it  has  been  covered  in  other  interviews.1   What 
would  you  like  to  say  about  Hawaii? 

Vohs:    It  was  Mr.  Kaiser's  decision  to  expand  the  Health  Plan  to  Hawaii. 
He  had  moved  to  Hawaii  in  the  late  fifties,  developing  a  major 
hotel  on  Waikiki  and  building  a  major  community  at  Hawaii  Kai.   It 
was  then  he  decided  to  have  the  Health  Plan  operate  in  Honolulu. 

Chall:   And  he  had  lots  of  problems  with  that  one? 

Vohs:    Yes,  right,  he  personally  selected  the  medical  leadership,  he 
didn't  ask  for  help  from  any  of  our  Permanente  physicians  in 
setting  up  the  medical  group  to  serve  members  there. 

Chall:   It  turned  out  to  be  disastrous,  as  I  understand  it. 

Vohs:    Yes,  that's  right.   But  it  eventually  was  integrated  into  the  rest 
of  the  Health  Plan  and  has  been  very  successful. 


The  Dental  Plan  in  Oregon 

Chall:   The  dental  plan  in  Oregon.   I  know  that  they  had  one. 

Vohs:    Yes,  Scott  Fleming  was  there  at  the  time  and  was  instrumental  in 
getting  it  established.2 

Chall:   How  did  that  come  about?   You  say  he  established  it. 

Vohs:    Well,  quite  often  we  were  pressed  by  our  groups  to  provide  prepaid 
dental  care.   We  had  a  dental  group  in  northern  California  that  we 
worked  with,  and  they  did  some  dental  work  for  our  members.   One 
of  the  original  benefits  of  the  program  in  northern  California/ 


:See  interviews  with  Lambreth  Hancock,  Clifford  Keene,  Scott  Fleming 
in  the  Kaiser  series. 

;See  interview  with  Scott  Fleming  in  the  Kaiser  series. 
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southern  California  was  to  provide  dental  x-rays  as  part  of  our 
Health  Plan  coverage.   So  we  had  a  dental  group  that  we  referred 
our  patients  to  where  they  got  their  dental  x-rays.   In  northern 
California  the  dentists  were  in  the  same  building  as  our 
physicians  at  our  MacArthur  medical  offices.   We  also  did  a  little 
bit  of  that  in  southern  California,  but  we  didn't  offer  a  prepaid 
dental  program. 

Scott  Fleming  saw  it  as  a  natural  adjunct  to  our  medical  care 
program;  it  had  a  lot  of  interest  in  some  of  our  groups,  so  he 
decided  to  go  ahead  and  develop  the  dental  plan  in  Oregon.   Dr. 
Saward,  although  he  was  no  longer  in  Oregon,  was  strongly  opposed 
to  setting  up  a  dental  plan.   He  felt  that  you  couldn't  achieve 
the  same  kind  of  economies  in  a  dental  program  that  you  can  in  a 
health  care  program.   As  you  know,  the  key  economy  in  those  days 
was  the  reduced  hospitalization  of  our  members.   That  was  a 
critical  difference  between  our  program  and  other  health  care 
programs.   Dr.  Saward  didn't  see  where  you  had  that  same  kind  of 
opportunity  for  bringing  economies  into  a  dental  program  and 
therefore  questioned  the  utility  of  offering  to  our  Health  Plan 
members . 

Chall:   Was  he  right?   Did  you  find  out? 

Vohs :    No.   I  don't  think  he  was  right.   It  worked  very  well,  and  has 

continued  to  work.   We  still  have  the  plan.   We  were  able  to  do  it 
in  Oregon,  because  the  region  was  at  a  size  that  you  could  do  it. 
The  idea  of  trying  to  install  a  prepaid  dental  program  in  either 
of  the  California  regions  is  just  out  of  the  question.   You  would 
have  to  have  hundreds  of  dentists  and  hundreds  of  dental  offices. 
It  just  couldn't  be  done.   Our  groups  now  and  our  regions  have 
found  ways  to  affiliate  with  prepaid  dental  plans.   We  don't 
operate  them,  and  we're  not  responsible  for  them.   We  contract  for 
the  service  and  then  offer  the  plan  to  our  groups.   That  has 
worked.   But  the  dental  plan  in  Oregon  was  another  example  of 
pioneering  in  that  region. 


The  Psychiatric  Component 


Vohs:    The  next  note  I  have  is  a  prepaid  psychiatric  plan  in  southern 
California.   We  were  the  first  to  develop  a  prepaid  psychiatric 
plan  in  southern  California. 

Chall:   I  know  you  have  one,  here,  in  northern  California. 
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Vohs :    Yes,  we  have  one  in  every  region.   Actually,  that  came  about  as  a 
result  of  the  Federal  Employees  Health  Benefits  Act,  because  the 
federal  group  insisted  that  we  provide  a  psychiatric  benefit.   It 
was  also  a  requirement  of  the  HMO  Act.   All  contributed  to  the 
importance  of  having  a  prepaid  psychiatric  program. 

Chall:   Is  that  program  accredited  in  the  same  way  that  quality  of  health 
is  in  your  hospitals  and  among  the  doctors? 

Vohs:    Well,  to  the  extent  that  we  have  our  own  inpatient  psychiatric 
units  —  they '  re  just  part  of  the  hospitals.   They're  part  of  the 
total  accreditation  process.   There  has  been  no  real  accreditation 
of  physicians  —  there  hasn't  been,  and  it  is  only  in  the  past  seven 
or  eight  years  that  there  was  even  an  organization  to  start 
accrediting  outpatient  care.   When  I  mentioned  to  you  that  the 
Joint  Council  for  the  Accreditation  of  Hospitals  changed  their 
name  to  the  Joint  Council  for  Accreditation  of  Medical  Care 
Organizations--it  was  because  they  have  gone  beyond  hospitals  to 
start  accrediting  medical  groups  and  clinics.   A  lot  of  HMOs,  now, 
are  being  accredited.   There  are  several  organizations  that  do 
accreditation  beside  the  Joint  Council. 

It  took  us  a  while  to  convince  our  medical  directors  to  go 
through  the  accreditation  process.   They  didn't  put  much  credence 
in  it,  but  now  they  realize  its  importance  in  terms  of  marketing 
and  to  satisfy  a  lot  of  our  major  groups  who  are  insisting  that  we 
be  accredited.   The  psychiatric  portion  is  just  one  department, 
just  like  internal  medicine  or  pediatrics. 

Chall:   If  you  had  a  patient  in  psychiatric  care  who  needed 

hospitalization,  were  your  hospitals  able  to  take  care  of  that? 

Vohs:    Yes,  although  we  did  it  differently  in  different  regions.   In 
southern  California,  we  bought  a  hospital  that  was  solely 
dedicated  to  psychiatric  care.   In  northern  California,  they 
converted  a  portion  of  our  Martinez  Hospital  for  psychiatric  care. 
Of  course,  in  the  smaller  regions,  we  referred  them  to  community 
psychiatric  units  where  we  didn't  have  hospitals.   As  in  so  many 
cases,  we  do  things  differently  in  different  regions.   There  is  a 
lot  of  difference  between  a  Northern  California  Region  and  a  North 
Carolina  Region. 

Chall:   Surely. 

Vohs:    I  mean,  a  great  deal  of  difference.   So  the  answer  to  a  lot  of 
questions  is  it  is  likely  to  be  done  differently  in  a  region, 
depending  on  its  size  and  history. 
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Chall:   But  it  was  one  of  those  aspects  of  the  Health  Plan  that  needed  to 
be  considered  in  each  region. 

Vohs:    Right,  but  the  initiative  for  the  psychiatric  plan  in  southern 

California  came  from  one  of  our  major  groups  —  the  Retail  Clerks' 
Union—which  was  responsible,  in  many  ways,  for  the  establishment 
of  the  program  in  Los  Angeles.   They  had  negotiated  a  psychiatric 
benefit  with  their  employer  association  and  they  wanted  us  to 
provide  the  service.   We  then  organized  a  psychiatric  department 
and  designed  a  benefit  plan.   It  was  one  of  the  first,  if  not  the 
first,  direct  care  prepaid  psychiatric  programs  in  the  country. 
As  far  as  1  know,  it  was  the  first  one,  but  there  could  have  been 
others . 

Chall:   Well,  Kaiser  has  certainly  been  a  pioneer  in  many  areas.   What 
else  do  you  have  on  your  list? 


The  Arbitration  Clause 


Vohs:    Ah,  let's  see.   I  listed  the  inclusion  of  an  arbitration  clause  in 
our  group  contracts.   We  started  that  in  southern  California  when 
I  was  the  regional  manager  there. 

Chall:   Tell  me  about  that. 

Vohs:    The  purpose  was  to  try  to  have  a  more  rational  approach  to  dealing 
with  medical  malpractice  lawsuits  from  our  members.   Quite  often, 
it  took  years  for  a  case  to  come  to  trial.   A  lot  of  times  the 
physician  who  was  involved  in  the  case  was  no  longer  around  by  the 
time  it  got  to  trial.   It  also  took  a  long  time  from  the 
standpoint  of  the  patient  who  was  seeking  satisfaction  to  gain 
satisfaction,  if,  in  fact,  the  Health  Plan  was  liable.   We  felt 
that  there  were,  quite  often,  cases  in  which  a  jury  made  a 
decision  more  on  the  basis  of  emotion  and  sympathy  rather  than 
fact. 

We  looked  into  the  idea  of  requiring  members,  within  their 
contracts,  to  go  through  an  arbitration  process,  preempting  them 
from  bringing  a  civil  suit  against  us.   The  Ross-Loos  Medical 
Group  in  southern  California,  which  was  a  pioneer  in  prepaid 
medical  care,  had  initiated  the  concept  first.   I  met  with  their 
management,  and  we  reviewed  their  experience.   We  decided  that 
that  would  be  something  that  made  sense  to  us.   It  would  speed  up 
the  resolution  of  the  claim  and  provide  a  more  rational  decision 
process.   It  was  difficult,  at  first,  selling  that  to  our  groups, 
but  ultimately  we  were  successful.   The  arbitration  provision 
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Chall: 


eventually  was  incorporated  in  our  other  regions.   So  far  as  I 
know  today,  all  of  our  regions  have  the  arbitration  policy. 

So  you  started  it  first  in  southern  California  when  you  were 
there? 


Vohs :    Yes.   We  weren't  necessarily  looking  at  it  to  save  money,  and  I 
don't  think  it  did,  but  it  moved  everything  forward.   Everything 
went  faster,  and  we  felt  that  the  decisions  were  far  more 
objective.   It  was  a  process  where  we  picked  an  arbitrator  and  the 
member  picked  an  arbitrator,  and  the  two  arbitrators  selected  a 
third.   It  was  not  unlike  an  arbitration  case  in  a  labor  dispute. 

Chall:   Did  that  idea  result  from  your  own  labor  experience,  do  you  think? 
Was  it  your  idea? 

Vohs:    Not  necessarily.   I  just  saw  the  problems  that  we  were  having,  and 
I  had  the  example  of  Ross-Loos.   I  knew  Ross-Loos  was  doing  it, 
and  it  just  didn't  seem  fair  the  long  waiting  time  normal 
litigation  took,  either  from  our  standpoint  or  the  members' 
standpoint.   I  wasn't  just  looking  at  it  from  the  standpoint  of 
Kaiser.   Yet,  a  lot  of  patients  objected  to  the  idea  that  they 
couldn't  bring  a  lawsuit.   Clearly,  they  thought  their  rights  were 
being  infringed  on,  but,  in  my  view,  it  was  really  a  fairer 
process.   It  moved  things  forward  faster. 

As  I  say,  I  don't  think  overall  we  saved  money.   We  probably 
saved  some  money  in  terms  of  attorneys'  fees,  and  so  did  the 
patients  —  but  in  terms  of  the  overall  results  of  the  arbitrations, 
I  don't  think  it  made  a  great  deal  of  difference.   I  don't  think 
we  had  some  of  the  very  large  judgments  that  you  might  have  in  a 
case  in  which  there's  a  very  sympathetic  kind  of  situation  of  a 
child  that's  had  an  unfortunate  outcome,  even  though  there  was  no 
malpractice  involved. 

Chall:   Well,  I  think  that's  rather  important,  because  it  is  in  all  of 
your  contracts,  all  over  the  country. 

Vohs:    I  can't  say  now,  but  it  was.   It  was  something  that  we  set  up  to 
install  in  all  of  our  regions. 

Chall:   Did  you  say  that  the  medical  groups  were  opposed  to  it  initially? 

Vohs:    No.   The  subscriber  groups:  the  employers  or  the  labor  unions  that 
represented  the  members. 

Chall:   Do  you  have  any  other  items  on  your  list? 
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Contractual  Incentives  with  the  Medical  Groups 


Vohs :    No,  I  think  that's  it.   1  had  written  down  contractual  incentives 
for  the  medical  group  in  southern  California,  but  I  think  we've 
been  over  those.   By  that,  1  mean  the  agreements  that  we  had  with 
the  medical  groups,  in  terms  of  financial  results  and  the  amount 
of  divisible  surplus—what  we  called  the  divisible  surplus  was  the 
excess  of  revenue  over  expenses  —  that  we  shared  with  the  medical 
groups.   Didn't  we  talk  about  that? 

Chall:   Maybe  you  had  better  talk  to  me  about  that,  I'm  not  sure  we  have 
discussed  it. 

Vohs:    Okay.   I  think  it  was  probably  around  1961  or  '62  when  we--. 

Well,  first,  I  guess  I  should  go  back  to  the  basic  reimbursement 
arrangement  we  had  with  the  medical  groups.   As  you  know,  the 
payment  from  Health  Plan  to  each  medical  group  was  a  per  capita 
amount,  in  which  we  paid  them—the  medical  groups  — an  agreed-to 
dollar  amount  per  month  for  each  member  that  we  had.   Their 
responsibility  then  was  to  provide  all  the  medical  services  that 
our  members  required.   Of  the  dollars  flowing  into  the  Health  Plan 
from  our  member  groups— the  first  dollars  went  to  the  hospitals  to 
pay  the  operating  costs  of  Kaiser  Foundation  Hospitals  and  Kaiser 
Foundation  Health  Plans.   We  then  paid  to  the  medical  groups  the 
amount  that  we  had  agreed  to  pay  on  the  capitation  formula.   If 
there  was  any  surplus  over  these  expenses,  it  would  be  shared  with 
the  medical  groups:  50  percent  to  hospitals,  and  50  percent  to  the 
medical  groups. 

The  medical  groups  annually  budgeted  an  amount  of  money  to 
cover  their  expenses.   Then,  if  there  was  a  surplus  of  their 
revenue  over  their  expenses,  they  would  share  that  equally  with 
the  partners  of  the  group. 

In  general,  each  year  there  usually  was  a  small  surplus.   This 
was  an  incentive  for  the  physicians  to  think  in  terms  of  being 
cost  effective,  keeping  expenses  under  control.   It  didn't  mean 
withholding  care  to  a  patient,  but  just  in  general  to  have  an 
incentive  to  be  cost  conscious.   Our  usual  result  was  that  Health 
Plan  also  achieved  a  surplus,  which  was  shared  with  the  medical 
group.   The  medical  group  distributed  their  share  of  that  amount 
among  their  partners.   In  those  days,  that  might  amount  to 
somewhere  between  $1,500  to  $3,000  a  year  per  partner.   So  it 
wasn't  a  major  portion  of  their  income.   But  over  a  period  of  time 
the  physicians  began  to  rely  on  receiving  this  'bonus1.   Even 
though  it  wasn't  guaranteed,  the  partners  in  the  medical  group 
came  to  expect  it. 
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Chall:   You're  talking  about  $1,500  to  $3,000  a  year  per  physician? 

Vohs:    Per  partner,  and  probably  it  was  closer  to  $3,000,  most  of  the 
time. 

Chall:   Nice  bonus. 

Vohs:    Yes,  it  was.   It  was  a  very  nice  bonus,  and  the  physician  partners 
came  to  count  on  it.   The  year  we  opened  our  Panorama  City 
hospital  when  costs  ran  more  than  what  we  had  projected,  there 
wasn't  a  bonus  —  that  was  very,  very  hard  for  the  physicians  to 
accept. 

As  a  result,  Dr.  Kay  and  I  tried  to  figure  out  a  way  to  deal 
with  that  kind  of  circumstance.   We  came  to  an  agreement  that  in 
the  future  we  would  set  a  floor  and  a  ceiling  to  the  payout  of  any 
surplus  to  be  divided.   Thus,  if  in  a  given  year  the  divisible 
surplus  exceeded  our  targeted  amount,  a  portion  of  that  surplus, 
on  a  formula  basis,  would  be  placed  in  a  reserve  to  be  carried 
over  to  the  following  year,  so  that  if  we  were  under  our  targeted 
surplus  the  next  year,  money  would  be  pulled  out  of  the  reserve. 
If  we  were  over,  we  would  put  some  of  that  money  into  the  reserve. 
What  we  were  trying  to  do  was  to  stabilize  the  physicians' 
earnings  by  cutting  off  the  mountaintops  of  earnings  to  fill  in 
the  valleys  when  a  drop  in  earnings  might  occur.   In  doing  that, 
it  eased  the  negotiations,  in  terms  of  setting  the  capitation 
payment,  and  how  tightly  we  budgeted  for  Health  Plan/Hospitals  as 
well  as  the  medical  groups.   There  could  be  a  reliance  that  the 
medical  group  wouldn't  experience  the  kind  of  situation  again  in 
which  there  was  no  surplus.   It  was  a  fairly  unique  approach  but 
it  worked.   A  similar  concept  was  adopted  in  northern  California, 
slightly  different,  a  modification  to  it.   It  was  adopted  in  some 
of  our  other  regions,  also,  and  it  was  helpful. 

Chall:   Did  this  have  any  relationship  to  the  way  you  set  your  fees? 

Vohs:    Well,  indirectly,  it  did.   Yes,  indirectly,  it  did,  because  I 
think  it  allowed  us  to  be  more  realistic  in  negotiating  the 
capitation  payment.   It  removed  any  incentive  to  the  medical 
groups  to  negotiate  a  higher  capitation  payment  to  guarantee  a 
level  of  income  for  their  physicians  that  they  wanted.   This 
allowed  them  to  budget  realistically.   If  you  can  budget 
realistically,  then  that  can  have  an  impact  on  the  price  that  is 
set  for  the  program.   So,  the  answer  is  yes,  this  new  formula 
could  result  in  a  lower  overall  price. 

I  think  that's  my  list  of  items. 
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Chall:   Now,  I  see  you  brought  in  something  like  ten  notebooks  which 
contain  notes  you  made  during  telephone  and  face  to  face 
discussions.   Are  they  organized  annually? 

Vohs :    Yes,  well,  mostly.   I  don't  think  they  are  all  annual.   I  think 
sometimes  there's  a  run-over.   Well,  this  one  starts  in  March  of 
' 77 ,  this  was  in  ' 76 . 

Chall:   So  this  goes  almost,  then,  to  your  retirement.   To  '92? 
Vohs:    Probably  '92. 


Using  the  Telephone:  All  Lines  Lead  to  Vohs 


Chall:   Tell  me  about  the  use  you  made  of  the  telephone.   I  looked  through 
one  of  your  notebooks,  and  you  were  calling  people  daily  —  and 
keeping  notes. 

Vohs:    Or  they  were  calling  me. 

Chall:   Oh,  yes.   You  kept  notes  on  the  phone  calls.   They  also  had  to  do 
with  meetings,  had  to  do  with  problems  with--I  guess—medical 
directors,  changing  personnel,  the  regions  —  all  kinds  of  things. 
How  much  time  do  you  think  you  spent  on  the  telephone  during  a 
day? 

Vohs:    Oh,  gosh.   I  have  no  way  of  saying.   A  lot.   It  would  be  hard  to 
say. 

Chall:   Were  these  people  from  other  regions?   Look  through  them.   I  mean, 
just  open  one  up  at  random  and  give  an  example  of  where  the  phone 
calls  came  from.   They  weren't  in  your  Central  Office,  because 
they  could  have  come  and  talked  to  you. 

Vohs:    Yes,  that's  right. 

Chall:   So  they  had  to  be  from  outside. 

Vohs:    Here's  one  from  Karl  Steil.   Karl  Steil,  regional  manager  in 

northern  California;  Jim  DeLong  in  Oregon;  Wayne  Moon- -who  was 
regional  manager  in  Colorado;  Bill  Reimers— who  was  medical 
director  in  Colorado;  Carl  Berner  in  southern  California;  Max 
Brown,  who  was  regional  manager  in  Texas  at  that  time;  Walter 
McNerney— . 
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I  don't  know  if  you've  heard  of  Walter  McNerney.   He  is  one  of 
the  great  ones  in  the  health  care  field.   He  ran  the  national  Blue 
Cross /Blue  Shield  plans  for  years.   He  was  the  youngest  dean  of 
hospital  administration  at  the  University  of  Michigan,  I  think,  at 
age  twenty-eight  or  something  like  that—he  had  a  distinguished 
career. 

Here's  a  call  from  northern  California,  one  of  our  directors, 
Dan  Wagster--! "m  not  sure  where  he  was  at  that  time;  Paul  Lairson, 
who  was  medical  director  in  Texas;  Bill  Reimers  again,  in 
Colorado;  John  Capener,  who  was  regional  manager  in  Ohio;  Steil 
again;  Moon.   Mostly,  a  lot  of  them--.   Here's  a  conversation  I 
had  with  Paul  Ellwood.   You  know  that  name. 


Chall:   Yes. 


Vohs :    The  father  of  the  HMO  terminology.   He  called  me  about  his 

concerns  regarding  a  bill  the  American  Medical  Association  was 
introducing  in  Congress.   It  says,  "AMA  doesn't  give  a  damn  about 
HMOs.   They  want  the  exclusion  of  doctors'  offices  from  any 
legislation."   On  and  on  about  it.   Here's  a  call  from  Bob  Glaser, 
one  of  our  directors;  a  call  of  mine  to  Edgar  Kaiser;  a  meeting 
with  Bruce  Sams  [medical  director  in  northern  California] ;  a 
meeting  with  Steil  and  a  group  of  other  people. 

Chall:   Can  you  give  me  an  idea,  by  picking  out  one  time  or  another,  what 
a  conversation  might  have  been  about? 

Vohs:    Okay.   Let's  see.   Here's  one:  "A  meeting  with  Sams;  delivered 

letter  to  me  dated  July  19,  1978;  restated  his  position;  forecast 
of  members  inaccurate;  short  of  physicians;  can't  recruit 
successfully  at  current  income  levels;  taking  mediocre  M.D.s; 
wants  the  corridor;  the  corridor's  the  answer,  not  competing  with 
southern  California." 

The  corridor  is  their  term  for  what  I  was  just  describing  to 
you  about  what  Dr.  Kay  and  I  had  worked  out  in  southern 
California.   That  was  what  they  wanted,  which  was  a  way  of 
cushioning  a  reduction  in  the  amount  of  income  they  would  receive 
in  a  given  year,  being  able  to  forecast  a  certain  amount  of 
income,  but  being  prepared  if  it  goes  over  to  cut  off  some  of  that 
and  hold  in  a  reserve  for  the  future,  or,  if  they  fall  under  their 
forecasted  income,  to  pull  money  out  of  that  reserve  to  fill  in  to 
bring  their  income  level  up  to  their  forecasted  amount. 

Chall:   And  this  is  called  a  corridor? 
Vohs:    In  northern  California--. 
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Chall:   C-o-r-r-i-d-o-r? 
Vohs:    Yes.   It's--. 
Chall:   A  euphemism. 

Vohs:   Well,  I'd  have  to  think  a  little  bit  to  describe  how  theirs 

worked,  but  it  was  like  a  corridor  of  income,  and  if  it  was  above 
the  corridor  or  below  the  corridor,  you  see. 

Chall:   What  year  was  this? 

Vohs:    This  was  '78--July  of  1978. 

Chall:   Does  that  mean  that  you  hadn't  set  that  up,  yet,  in  northern 
California? 

Vohs:    Right,  and  for  some  reason,  Sams  had  gone  over  Steil's  head  and 
come  to  see  me. 

Now,  the  next  note  is--.   That  was  on  the  21st;  the  next  note 
is  the  24th,  a  ten  o'clock  meeting  with  Steil,  Phil  Berretta--who 
was  their  controller,  Jerry  Phelan,  Bob  Erickson.   It  says, 
"Discussed  Sams'  letter,  decided  to  draft  reply.   Phelan  suggested 
arbitrating  the  inequity  issue.   All  agreed  to  the  idea,  but  no 
definite  decision.   Includes  several  alternatives  in  letter  to 
Sams,  and  letter  to  be  from  Steil."   The  contract  was  to  terminate 
July  30,  1978.   We  almost  never  had  a  year  where  we  held  our 
prices  steady.   There  were  just  a  few  years  where  we  didn't 
increase  rates,  but  almost  every  year  we  had  to  increase  rates. 
But,  if  we  couldn't  agree  with  the  medical  group  on  the  amount  of 
a  rate  increase  and  we  couldn't  agree  on  a  budget,  the  Health  Plan 
had  the  right  under  the  contract  to  arbitrarily  set  the  rate. 
Now,  we  had  never  done  that  before.   We  had  always  worked  it  out. 
One  year,  in  northern  California,  we  could  not  reach  an  agreement, 
and  we  set  the  rate.   I  have  a  feeling,  according  to  my  notes, 
that  this  is  the  year.   I'd  have  to  do  some  thinking  about  it  and 
maybe  read  on.   But,  yes,  that's  probably  what  this  was  all  about. 

Chall:   That  would  really  have  upset  the  medical  directors. 

Vohs:    Yes,  very  much  so.   I'm  really  quite  sure  this  was  the  problem, 

because  otherwise  Bruce  Sams  would  not  have  come  to  me;  but  he  was 
really  frustrated.   He  felt  that  he  wasn't  getting  where  he  wanted 
to  get  with  Steil,  and  that  he  needed  to  come  to  me,  and  that  I 
would  intervene.   Obviously,  I  brought  Steil  in,  and  we  talked  it 
out  together.   That  was  not  the  way  I  worked—to  go  over  Steil.   I 
didn't  want  to  undercut  his  position.   Now,  if  I  really  felt  that 
Bruce  Sams  was  right,  my  problem,  then,  was  to  work  with  Steil  to 
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get  him  to  modify  his  position,  and  then  Steil  could  go  back  and 
settle  it. 

Chall:   Either  way,  you  had  to  work—you  wanted  to  work—with  Steil  on 
this. 

Vohs :    Right.   Anyway,  that's  an  example  out  of  a  couple  of  pages  of  a 
management  problem  requiring  many  phone  calls. 

Chall:   That's  a  good  one. 

Vohs:    Pulling  one  out  at  random.   It's  a  pretty  good  example. 

Chall:   That's  right. 

Vohs:    Keeping  these  notes  was  to  commemorate  for  me  what  was  going  on  at 
that  time,  and  the  discussions.   As  you  can  see:  lots  of  phone 
calls,  lots  of  activities.   You  could  easily  lose  sight  of  dates 
and  what  you  were  supposed  to  be  doing,  what  was  going  on,  what 
you  said  to  somebody,  or  what  somebody  said  to  you.   Sometimes  you 
wanted  to  pass  information  on  to  other  people.   That's  why  I  kept 
notes  of  my  phone  calls  and  of  key  discussions. 

Chall:   You  had  to  have  your  trail,  as  it  were. 
Vohs:    Yes. 

Chall:   Because  you  couldn't  remember  it  all.   People  would  be  coming 
back.   Dr.  Sams  certainly  wasn't  going  to  let  you  forget. 

Vohs:    Well,  I  wanted  to  be  sure  I  had  what  his  point  was. 


Travel:  On  the  Road  to  the  Regions 


Chall:   You  expressed  it  last  time,  but  the  amount  of  traveling  that  you 

and  your  Central  Office  staff  did  was  considerable.   How  much  time 
do  you  think  you  spent  each  week  on  the  road? 

Vohs:    Well,  it's  interesting,  because  that  question  has  been  asked  of  me 
a  lot  of  times,  and  my  standard  answer  to  people  is  that  I  try  not 
to  even  think  about  it  as  some  kind  of  percentage.   I  just--.   It 
was  staggering  at  times. 

Chall:   Two  or  three  days  out  of  every  week  almost?   Or  that  would  vary? 
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Vohs :    Oh,  it  would  vary,  yes,  but  if  you  probably  took  an  average,  it 

would  probably  average  a  couple  of  days  a  week.   I  mean,  I  found  I 
could  fly  to  Denver  in  the  morning,  and  come  back  from  Denver  in 
the  evening.   Same  with  southern  California.   I  could  even  do  the 
same  in  Oregon.   So  there  were  a  number  of  places  where  I  could  go 
and  just  get  it  done  in  a  day  and  not  be  gone  overnight.   Other 
places,  I  couldn't  do  it. 

When  I  first  went  into  the  Central  Office,  of  course,  we 
didn't  have  that  many  regions,  but  I  also  wasn't  that  familiar 
with  some  of  the  other  regions,  and  we  had  problems  in  some  of 
them,  especially  Cleveland.   I  probably  went  to  Cleveland  almost 
every  week  for  months,  negotiating  the  contract  directly  with  Dr. 
Packer,  the  medical  director  there.   1  also  negotiated  the  medical 
service  agreement  with  the  board  of  the  medical  group  in  the 
Oregon  Region.   Those  were  for  two  or  three  days  at  a  time,  and  a 
lot  of  trips. 

Then,  of  course,  as  we  expanded,  I  was  deeply  involved  in  the 
expansion.   1  saw  my  role  as  a  hands-on  manager.   I  spent  a  lot  of 
time  with  the  regional  managers.   I  worked  through  them  and  with 
them,  but  I  was  deeply  involved  in  what  they  were  doing.   I  spent 
time  with  the  medical  directors,  and  of  course  we  had  Kaiser 
Permanente  Committee  meetings  at  least  three  times  a  year,  plus 
board  meetings  in  all  of  the  developing  regions. 

Chall:   In  different  regions? 

Vohs:    In  the  new  regions.   We  eventually  ended  up  with  boards  in  all  of 
the  new  regions.   We  had  at  least  two  meetings  a  year  of  those 
boards  in  North  Carolina,  Georgia,  New  York,  Washington,  D.C., 
Connecticut,  Kansas  City,  and  Texas. 

Chall:   And  your  own  board? 

Vohs:    Well,  our  own  primary  board  met  three  times  a  year. 

Chall:   Oh,  I  see. 

Vohs:    But  they  were  usually  for  a  day  and  a  half,  and  there  was  a  lot  of 
preparation  for  those.   Once  a  year  we  had  one  of  our  primary 
board  meetings  in  one  of  the  outlying  regions. 

Chall:   Somewhere  else. 

Vohs:    Somewhere  else.   So,  yes,  it  was  a  staggering  amount  of  travel. 

Chall:   Did  you  learn  either  to  rest  on  a  plane  or  work?  Or  both? 
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Vohs :    Both.   I  actually  had  so  much  mail  coming  in,  and  so  much  reading, 
that  I  would  save  it  up  for  my  longer  trips,  and  I  would  do  that 
work  on  the  plane.   It  was  a  time  when  I  was  away  from  a  telephone 
and  I  could  do  a  lot  of  reading.   I  envied  the  other  passengers, 
because  I  had  so  much  I  had  to  read,  and  so  much  work,  I  always 
thought  wouldn't  it  be  nice  to  be  sitting  there  reading  a  novel 
like  other  passengers  instead  of  poring  through  this  pile  of  work. 

I've  always  been  able  to  sleep  on  a  plane,  too.   So  the 
traveling  I  did  really  rather  easily.   I  never  had  jet  lag.   I  was 
very  fortunate  that  way. 

Chall:   I  talked  to  Julia  Vitero  [Kaiser's  travel  coordinator],  and  she 

said  that—not  necessarily  talking  about  you—but  about  others  who 
would  start  out  from  somewhere  on  the  early  morning  flight,  and 
then  come  back  here  and  go  right  to  the  office. 

Vohs:    Yes. 

Chall:   So,  you  were  probably  among  them? 

Vohs:    Oh,  yes.   It  used  to  bother  my  wife  a  lot  when  I  would  come  in 
from  a  trip  and  go  to  the  office. 

Chall:   I'll  bet.   [laughter]   And  then  stay  another  several  hours.   You 
must  have  good  health  and  much  energy  to  have  handled  that. 

Vohs:    I  did. 

Chall:   That's  important. 

Vohs:    The  good  health:  I  may  have  told  you  that  one  of  my  proudest 

achievements  was  that  I  went  twelve  years  before  I  missed  a  day  of 
work;  I  ended  up  with  pneumonia.   Then  I  didn't  miss  another  day 
for  twenty-eight  years  until  I  was  injured  in  the  Oakland 
firestorm. ' 

Chall:   Remarkable.   Now  I  want  to  go  over  some  things  that  I  have  learned 
from  others . 


Vohs: 


Sure. 


'Mr.  Vohs  fell  when  a  ladder  collapsed  while  he  was  hosing  water  on 
his  neighbor's  roof  on  October  20,  1991,  the  day  the  fire  destroyed  some 
3,000  homes  in  the  Oakland  hills.  His  home  was  not  destroyed. 
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Chall:   But  maybe  first,  while  I  have  it  here  in  front  of  me,  we  could 
talk  about  the  "Kaiser  Permanente  Mission  and  Objectives,"  this 
February  15,  1985  report.1  As  I  looked  it  over,  I  realized  that 
there  were  some  special  concerns  in  it  that  really  related  to  the 
late  eighties  —  like  affirmative  action.   I  just  wondered  why  it 
was  that  you  felt  you  all  needed  a  new  mission  statement.   This  is 
a  pretty  complete  one. 

Vohs:    It  was  the  kind  of  thing  that  we  did  from  time  to  time.   In  some 
ways,  it  preceded  the  management  process  of  strategic  planning. 
It  wasn' t--obviously  it  didn't  go  that  far,  but  it  was  like 
saying,  "What  are  we  doing,  and  where  are  we  going,  and  how  do  we 
want  to  do  it?"  We  did  a  review  from  time  to  time.   I  think  I 
have  a  copy  of  the  first  one  that  we  did.   It  was  something  that 
we  worked  out  between  the  medical  groups  and  ourselves.   We  also 
decided  we  should  have  our  board  of  directors  also  adopt  the 
document.   I  think  this  was  the  year  that  we  took  it  to  the  board 
and  had  them  approve  it.   I  don't  see  in  this  copy--I  know  I  have, 
in  some  of  my  copies,  the  name  of  the  committee  that  worked  on  it 
to  develop  it.   We  took  it  to  the  Kaiser  Permanente  Committee, 
where  it  was  approved.   We  then  took  it  to  the  board. 

Chall:   Some  of  those  statements  are  very  carefully  worded,  very  carefully 
stated. 

Vohs:    Oh,  yes.   We  worked  hard  on  it.   Each  word,  almost,  has  been 

analyzed  and  worked  on.   It  was  really  very  important  to  us  to 
have  full  understanding  and  agreement  among  all  of  the 
organizations  involved  in  our  program. 

Chall:   Would  the  board  simply  accept  this  because  it's  so  carefully 
worded? 

Vohs:    Yes,  yes. 

Chall:   So  the  hard  part  is  getting  everybody  to  agree  on  these 
statements,  objectives,  and  principles,  policies,  and 
characteristics.   It's  very  interesting. 

Vohs:    I  think  it's  a  good  document.   I  think  it's  a  very  good  document. 
And  I  think  we  changed  it  once  after  that,  too. 


'"Kaiser  Permanente  Mission  and  Objectives,"  report  of  the  Kaiser 
Permanente  Committee,  February  15,  1985. 
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Chall:   Yes,  this  was  '85. 

Vohs :    Yes,  I  think  we  had  a  revision  after  that,  because  I  think--if  I 
recall  —  there  isn't  a  lot  in  there  about  expansion. 

Chall:  Well,  by  this  time,  you  had  pretty  well  expanded.  Yes,  I  think 
there  is.  I  looked  at  that  last  night,  and  I  thought  there  was 
something  about  expansion.  Yes,  there  is. 

Vohs:    [reading]   "Orderly  growth,  systematically  extending  existing 

Regions,  and  seeking  effective  ways  to  serve  additional  population 
segments"  (like  Medicaid  eligibles) .   "Identification  and  pursuit 
of  promising  opportunities  to  expand  into  new  geographic  areas." 
We  later  developed  an  expansion  policy  where  we  set  out  to  expand 
into  the  South  and  into  areas  where  we  weren't  operating  then. 
Really  some  specific  objectives. 

Chall:   Followed  it  out?   Followed  it  through? 
Vohs:    Yes,  we  did. 

Chall:   During  the  last  few  weeks  while  you  were  away,  I  talked  to  Julia 
Vitero,  Jim  Lane,  Dick  Anderson,  and  Mark  Blumberg.1 

Vohs:    Good.   How's  Mark?   I  haven't  heard  from  Mark  for--. 
Chall:   Well,  he's  still  pretty  feisty.   [laughs] 
Vohs:    I'll  bet  he  is,  always  was. 

Marketing  and  Risk  Adjusted  Medical  Outcome  Studies 


Chall:   He  did  say  that  you  were  always  behind  him.   Even  if  you  were 

opposed  to  what  he  had  to  say,  you  always  allowed  him  to  go  ahead 
and  have  his  say.   All  of  these  men  have  said  the  same  thing.   Dr. 
Blumberg  talked  about  work  force  studies  and  market  studies.   Do 
you  have  anything  to  say  about  those? 

Vohs:    I  don't  know  if  you  know  much  about  Mark's  background- -he ' s  a  very 
interesting  man.   He's  a  physician;  he  is  a  dentist--yet  he  never 
practiced  medicine  or  dentistry.   He  has  a  master's  degree  in 
public  health.   I  can't  recall  all  of  his  background,  but  I  know 


'Notes  from  the  phone  interviews  with  Dr.  Mark  Blumberg  and  James 
Lane,  and  tape  with  Richard  Anderson,  will  be  deposited  in  The  Bancroft 
Library  as  supplementary  material  to  the  James  Vohs  oral  history. 
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one  time  he  was  assistant  to  the  president  of  the  University  of 
California,  assigned  to  health  affairs.   But  Mark  was--in  a 
different  way  than  Arthur  Weissman--but  he  was  sort  of  the 
academician  on  the  staff,  and  the  scientist  who  wanted  to  look 
into  and  analyze  a  lot  of  the  dynamics  of  health  services.   We 
pretty  much  let  him  study  the  areas  that  he  wanted  to  study,  and 
he  did  some  remarkable,  remarkable  work—leading  edge  things  —  in 
the  measurement  of  quality  and  utilization  of  services. 

One  of  the  things  he  was  always  interested  in  was  why  people 
joined  our  program,  the  demographics  of  who  joined  our  program, 
and  what  their  utilization  was  compared  to  the  utilization  in 
other  competitive  plans.   In  a  way,  he  was  doing  marketing 
studies,  finding  out  why  we  appeal  to  members,  why  people  joined 
our  program. 

One  example  that  I  recall  especially  was  in  Hawaii.   We  had 
very  few  people  of  Japanese  ethnic  background  join  our  program. 
As  Mark  looked  into  the  Japanese  population,  he  saw  that  they  had 
a  much  lower  utilization  rate.   They  utilized  medical  service  at  a 
much  lower  rate  than  any  of  the  other  population  groups  in  Hawaii. 
It  was  clear  it  would  be  an  advantage  to  attract  Japanese  members 
into  the  program.   So  we  worked  with  Bill  Dung,  our  medical 
director  there,  to  hire  Japanese  physicians,  because  generally  the 
Japanese  preferred  to  go  to  physicians  of  their  own  ethnic 
background.   We  had  very  few  Japanese  physicians,  and  that  was  one 
of  the  reasons  we  weren't  attracting  ethnic  Japanese.   That's  just 
one  small  example  of  the  kind  of  work  Dr.  Blumberg  did. 

Chall:   Of  the  studies  that  he  did? 

Vohs :    Yes,  in  terms  of  marketing  kinds  of  studies. 

Chall:   You  talked  about  outcome  studies  in  connection  with  a  Ron 

Williams'  report,  in  the  early  eighties.   They  dealt  with  the 
survival  rate  of  newborns  in  hospitals. 

Vohs:    Yes. 

Chall:   You  found  that  Kaiser  didn't  look  good. 

Vohs:    On  the  low  birth-weight  babies  in  just  a  few  of  our  hospitals, 
that's  right. 

Chall:   This  was,  I  guess,  a  "risk-adjusted  measure,"  he  called  it. 
Vohs:    That  he  called  "RAMO." 
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Chall:   "RAMO"--that  was  it.   He  did  say  RAMO  and  I  didn't  quite  know  what 
he  meant . 

Vohs :    It  stands  for  Risk  Adjusted  Medical  Outcomes. 
Chall:   Aha. 

Vohs:   And  that's  why  I  mentioned  that  he  was  on  the  leading  edge  of  the 
country  on  looking  at  that.   Ron  Williams  started  it,  and  that 
intrigued  Mark,  so  he  carried  out  a  lot  of  studies  on  RAMO. 

Chall:   Now,  he  claimed  that  you  were  a  strong  supporter  of  these  studies, 
because  you  wanted  to  improve  quality,  as  always,  but  Dr.  Sams  was 
opposed.   Now  whether  other  medical  directors  were  opposed,  I 
don't  know,  but  Dr.  Sams,  he  said,  was  opposed,  but  finally  he  was 
brought  along.   Now,  he  said,  the  medical  groups  do  some  of  their 
own  studies. 

Vohs:  I  think  part  of  Dr.  Sams'  response  was  for  the  reasons,  number 
one,  that  this  study  was  coming  out  of  the  Central  Office.  It 
didn't  matter  whether--. 

Chall:   Good  or  bad.   [laughter] 

Vohs:    Good  or  bad.   Sometimes  Dr.  Sams  had  a  hard  time  accepting  things 
coming  out  of  the  Central  Office.   While  he  was  committed  to 
improving  quality,  he  was  somewhat  defensive  and  cautious  about 
the  Williams  study. 

I  have  tremendous  admiration  and  respect  for  Dr.  Blumberg.   I 
mean,  he  did  a  wonderful,  marvelous  job  for  us,  but  he  could  be 
abrasive  with  people,  and  he  wasn't  always  the  most  tactful  in  how 
he  approached  people.   So  part  of  Dr.  Sams'  attitude  also  was 
caused,  perhaps,  by  the  way  that  he  was  approached  by  Dr. 
Blumberg. 

I  say  that  with  great,  great  respect  for  Mark.   I  personally 
liked  Mark  very  much,  and  he  did  outstanding  work  for  us,  all  on 
his  own  initiative;  he  was  a  wonderful  talent  to  have  on  our 
staff.   It  was  sort  of  like  having  your  own  research  organization, 
but  he  was  only  one  person—he  was  it.   This  work  that  he  did  in 
medical  outcomes  is  really  leading  the  nation.   It  is,  in  my  view, 
the  best  way  to  make  comparisons  on  quality  of  care  in  different 
kinds  of  organizational  settings. 

Chall:   Well,  he  claims  that  because  you  were  a  strong  supporter  of  the 
outcome  studies  they  are  among  your  legacies  to  the  Health  Plan. 
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Vohs:    Well,  you  know,  it  was  very  clear  in  the  Williams  study  that  most 
of  our  hospitals  were  equal  to  or  better  than  other  hospitals  in 
the  state  —  but  where  we  had  some  that  fell  below  the  line,  we 
needed  to  look  into  why.   There  were  always  a  number  of  excuses. 
Physicians  are  sometimes  slow  to  accept  new  measures  of  care  and 
new  approaches  in  terms  of  measures.   It  took  some  time  to 
convince  them  that  these  were,  in  fact,  legitimate,  objective 
studies . 

It  was  shortly  after  this  that  Medicare  started  publishing 
outcome  studies:  morbidity  and  mortality  studies.   Now  those 
studies  were  not  risk-adjusted,  so  there  was  less  value  to  them, 
in  our  view.   The  Social  Security  Administration  began 
distributing  the  results  of  their  studies  to  newspapers,  and  they 
were  published  all  across  the  country,  implying  which  were  the 
best  hospitals  and  which  were  the  worst.   One  of  the  "best" 
hospitals  in  the  list  was  Cook  County  Hospital  in  Chicago,  in 
terms  of  a  particular  study  on  mortality.   One  of  the  reasons  was 
that  they  were  transferring  patients  who  were  dying  to  a  nursing 
home.   So  they  weren't  dying  in  Cook  County  Hospital,  skewing  its 
mortality  rate.   A  risk  adjusted  outcome  study  would  have  more 
accurately  reflected  Cook  County's  mortality  rate. 

I  think  when  you  introduce  these  kinds  of  new  studies,  people 
look  for  flaws  in  the  process,  and  they're  slow  to  accept  them. 
Often  that  was  what  Mark  was  encountering. 


The  "Dirty  Dozen":  Quality  Measurement  Studies 


Chall:   He  talked  about  the  so-called  "dirty  dozen."   He  said  they  were 

CEOs  of  large  hospital  chains.   The  American  Hospital  Association 
founded  and  assisted  a  study  that  dealt  with  quality  measurement 
and  management,  and  you  were  part  of  it.   CEOs  of  large  hospital 
chains . 

Vohs:    Yes,  right. 

Chall:   They  made  their  studies,  and  then  each  chain  got  back  its  own 

report,  compared  to  the  pooled  standards,  so  it  wasn't  broadcast 
all  over  the  place.   You  were  part  of  that  and  a  supporter  of  it 
for  a  number  of  years,  although  he  said  it  finally  is  no  longer  in 
existence.   Do  you  remember  that  group? 

Vohs:    Oh,  yes,  absolutely. 

Chall:   Do  you  want  to  tell  me  about  it? 
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Vohs:    Well,  I  was  invited  to  be  a  part  of  this  group.   It  was  sponsored 
by  the  research  arm  of  the  American  Hospital  Association.   As  Mark 
said,  about  a  dozen  CEOs  of  the  nation's  largest  hospital 
networks.   We  met,  and  the  effort  was  to  try  to  find  valid 
measures  of  quality  that  could  help  all  of  us.   That  really 
intrigued  me  and  I  was  very  much  in  favor  of  it.   Of  course,  I  had 
Mark  working  for  me,  who  was  doing  these  risk-adjusted  medical 
outcomes,  and  that's  what  I  wanted  to  see  this  group  adopt.   We 
were  able  to  get  them  to  do  some  of  these  studies,  and  Mark  has 
referred  to  it.   But  later  they  all  backed  away  from  it. 

I  mean,  it  was  an  opportunity  for  the  hospital  field  to  take  a 
major  step  forward  in  measuring  quality.   It  could  have  been  done 
in  a  way  in  which  each  hospital  got  its  own  results,  compared  to 
the  others,  and  start  analyzing  it  just  like  we  did  with  the 
Williams  study,  and  learn  why  they  were  performing  better  than  or 
worse  than  the  rest  of  the  hospitals. 

Chall:   But  they  didn't  do  it? 

Vohs:    I  couldn't  get  them  to  do  it. 

Chall:   You  did  studies,  but  not  those,  not  that  one? 

Vohs:    Oh,  no.   We  did  them,  but  then  we  couldn't  convince  the  other  CEOs 
to  continue  on  and  to  establish  these  types  of  quality 
measurements  on  an  ongoing  basis--a  national  basis. 


Vohs:    They  thought,  ultimately,  that  the  inf  ormation--the  data—would 

have  to  be  made  public,  and  I  think  that  concerned  them  I  guess,  I 
don't  know  why,  but  I  gave  up  in  frustration.   The  AHA  ran  out  of 
the  money  they  had  had  to  do  the  funding.   So  the  whole  exercise 
never  went  any  place. 


Competition  and  the  Adjusted  Community  Rating  Concept 


Chall:   I  got  some  interesting  information  from  Jim  Lane.   He  talked  about 
strategic  planning  at  the  regional  level,  and  the  problem  of 
bringing  the  problems  of  competition  to  the  Kaiser  Permanente 
Committee,  which  didn't  believe  that  there  was  much  competition. 
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They  just  weren't  ready  to  believe  it  at  the  time  that  he  started 
bringing  the  news  to  them.   Do  you  recall  that? 


Vohs :    Sure . 


Well,  it  was  such  a  gradually  evolving  process  for  all  of  us. 
We  had  been  so  successful,  organizationally,  in  spite  of  lots  of 
barriers  to  our  kind  of  program,  and  lots  of  opposition.   As  new 
plans  began  to  take  hold  after  the  HMO  Act  of  1973,  it  took  some 
years  before  they  began  achieving  some  success,  and  for  drawing  in 
some  of  the  well-known  larger  organizations  —  like  Prudential  and 
New  York  Life  —  to  organize  HMO  subsidiaries. 

Gradually,  we  found  we  had  competition,  but  it  took  us  some 
time  to  understand  and  accept  that  competition  was  there  and  that 
we  were  going  to  have  to  make  changes  in  how  we  managed  ourselves, 
how  we  structured  benefits  and  set  price  levels. 

So  yes,  Jim  Lane  saw  it  coming  sooner  than  most  of  us,  and  was 
trying  to  wave  a  red  flag.   It  took  a  while  for  all  of  us  to 
realize  that  intense  competition  was  happening.   One  of  the  first 
forms  of  competition  came  from  IPAs,  Independent  Physician 
Associations.   They  like  to  refer  to  themselves  as  "group  practice 
without  walls."   These  were  just  individual  physician  practices 
that  had  formed  an  association,  and  were  selling  their  services  on 
a  prepaid  basis.   They  were  much  easier  to  organize  than  group 
practice  plans  and  had  no  need  to  build  facilities. 

When  Prudential  started  getting  into  the  IPA  business,  they 
saw  how  we  managed  our  plan;  they  tried  it,  and  realized  that  the 
IPA  was  a  simpler,  more  economical  and  easier  way  to  do  it.   In 
their  minds  a  better  way—not  better  in  terms  of  quality  or 
continuity  of  care,  but  a  quicker  way  to  organize  and  get  members 
and  be  in  business. 

I've  described  before  that  cartoon  that  showed  a  large  semi- 
truck  with  a  couple  of  trailers  going  up  a  steep  hill,  which  was 
identified  as  Kaiser  Permanente— slow,  lumbering  up  the  hill- 
while  buzzing  around  it  are  all  these  little  guys  on  motorcycles  — 
IPAs— passing  us  up.   That's  how  we  were  being  characterized. 

We  went  through  a  period  during  this  time  when  we  had  a 
leveling  off  in  our  membership  growth.   Then,  in  the  late 
eighties--! 'd  have  to  go  back  and  look  at  the  actual  dates— we  had 
a  surge  of  membership  growth— huge  numbers  —  the  largest  growth 
we'd  ever  experienced.   Then  it  leveled  off  again. 

I  think  what  happened  is  that  it  took  years  and  years  for 
employers  to  grasp  what  was  going  on  in  health  care,  in  the  health 


174 


benefits  programs  that  they  were  offering  their  employees,  and  how 
to  manage  those  programs.   They  finally  began  to  get  sophisticated 
and  understand  it.   At  that  point  their  interest  wasn't 
necessarily  in  the  quality  of  the  medical  program  being  offered; 
it  was  in  the  cost  side  of  it. 

Many  of  these  new  health  care  plans  were  undercutting  our 
price.   That's  what  appealed  to  employers,  and  so  they  were 
signing  up  with  them.   They  were  contracting  with  IPAs,  PPOs,  and 
other  kinds  of  plans.   It  was  making  us  look  stodgy,  unchanging, 
and  inflexible  because  we  stayed  with  community  rating  and  we 
stayed  with  the  principles  that  we  felt  were  what  made  us  the 
successful  organization  that  we  were.   We  went  through,  then,  a 
period  where  we  had  to  do  some  introspection.   We  had  to  change 
our  ways,  open  ourselves  up,  and  provide  more  data  to  our  employer 
groups,  be  more  flexible,  and  just  make  some  changes.   Jim  had 
been  at  the  forefront  of  trying  to  convince  us  to  reinvent 
ourselves . 

Chall:   He  said  that  you  had  finally  agreed  to  develop  an  adjusted 
community  rating  [ACR]  which  he  designed. 

Vohs:    Yes. 

Chall:   And  that,  initially,  he  thought  both  you  and  Mr.  Erickson  were 
opposed  to  it. 

Vohs:    Yes. 

Chall:   But  he  thought  that  you  were  remarkable  in  that  you  allowed  him, 
Jim  Lane,  to  push  for  it  even  though  you  were  opposed  to  it 
initially.   He  felt  that  there  aren't  too  many  managers--CEOs--who 
would  allow  this  kind  of  thing  among  their  employees.   But  he  said 
that  eventually  you  accepted  the  adjusted  community  rating  with 
two  provisos.   Do  you  remember  what  they  were? 

Vohs:    Well,  the  major  one  was  that  we  agreed  to  set  money  aside  to--I've 
forgotten  the  term  that  we  use  for  it--but  that  we  set  money  aside 
to  discount  dues  for  individuals  that  could  not  afford  our  plan, 
who  had  lost  their  jobs,  or  had  other  financial  problems. 

Chall:   That  was  the  Dues  Subsidy  Program? 

Vohs:    Dues  Subsidy  Program.   Let's  see,  I'm  not  sure  what  the  other--. 

Chall:   He  said  that  you  insisted  that  the  individual  and  small  groups 
could  continue  to  pay  the  community  rate. 

Vohs:    Oh,  yes. 
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From  Spectrum.  Winter  1990:  15 


Adjusted  Community  Rating:   Effective  January  1,  1990,  all  but  four  of  our 
Regions  implemented  a  new  rate-making  method,  called  Adjusted  Community 
Rating  (ACR) .   Our  Texas,  Ohio,  Hawaii,  and  Northeast  Regions  will 
implement  ACR  in  1991. 

Historically,  our  Program  has  used  community  rating,  in  which  each 
member  in  a  given  Region  pays  the  same  rate  for  the  same  level  of  benefits. 
This  spreads  the  cost  of  care  evenly  over  the  largest  number  of  people. 

Many  large  employers  have  increasingly  requested  to  pay  rates  that 
only  reflect  the  cost  of  care  for  their  employees.   While  this  can  be 
advantageous  for  some  employers  (and  not  for  others),  it  also  erodes  the 
basic  premise  underlying  prepaid  health  benefits:  namely,  spreading  costs 
equitably  among  a  large  number  of  people  while  providing  a  predictable  and 
reliable  source  of  revenues. 

ACR  retains  most  of  the  advantages  of  community  rating  while  being 
responsive  to  employer  requests.   Under  ACR,  we  first  determine  the  basic 
community  rate  for  each  Region  as  we  have  always  done.   Then  we  estimate 
each  member  group's  expected  use  of  covered  health  services  in  the  next 
year  based  on  the  group's  utilization  patterns  for  the  past  three  years. 
The  rate  for  the  group  is  then  adjusted  upward  or  downward  by  a  maximum  of 
5%  based  on  the  group's  expected  use  compared  to  the  average  expected  use 
for  all  members. 

Rates  for  individual  members  and  small  groups  (under  100  members), 
which  often  have  difficulty  obtaining  affordable  health  coverage,  are 
capped  at  the  basic  community  rate.   As  with  large  groups,  their  rates  are 
not  allowed  to  fluctuate  more  than  5%  in  any  given  year  due  to  ACR. 
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Chall:   And,  secondly,  that  you  would  allow  community  adjusted  rating  for 
large  companies  only. 

Vohs:    Yes. 

Chall:   Those  were  the  two  provisos.   So  he  felt  that  eventually  you 

accepted  it  because  you  saw  the  need  for  it,  but  I  guess  too  he 
just  kept  talking  to  you  about  it  until  you  saw  some  advantage  to 
the  change -- 

Vohs:    Well,  yes,  and  then  a  couple  of  other  individuals  who  I  relied  on 
agreed  with  him,  when  Scott  Fleming,  for  example,  said  that  he 
felt  that  it  made  sense.   Bob  Crane  was  also  influential.   Now,  I 
tell  you  frankly,  Malca:  I  still  think  it  was  wrong. 

Chall:   It's  certainly  the  way  of  the  world  right  now. 

Vohs:    You  see,  I  never  saw  Kaiser  as  simply  another  commercial 
organization.   It  wasn't  our  objective  to  be  a  successful 
commercial  operation.   So,  doing  some  of  the  things  —  giving  up 
some  key  principles  —  to  compete  with  commercial  institutions 
wasn't  very  persuasive  with  me.   Now,  obviously  if  you're  going  to 
survive  in  a  competitive  environment,  you  have  to  be  able  to 
compete,  you  have  to  have  groups  that  will  offer  your  plan  and 
enroll  their  members,  and  people  have  to  want  to  join  and  you  have 
to  show  a  profit;  but  you  don't  have  to  be  the  number  one  player. 
You  don't  have  to  control  market  share  or  be  the  leading  market 
operator,  in  my  opinion. 

So  those  things  that  we  were  doing  that  have  a  very  important 
social  meaning  and  represent  social  responsibility,  I  was  very 
reluctant  to  give  up,  and  community  rating  was  one  of  them.   You 
know,  we  talked  about  advertising  earlier,  and  I  told  you  I  was 
against  advertising.   To  reach  our  objectives,  to  maintain  our 
purposes,  Kaiser  Permanente  shouldn't  have  to  advertise  and 
convince  people  to  join  us  through  advertising.   People  should  be 
convinced  to  join  us  by  the  way  they  were  convinced  for  years:  by 
word  of  mouth.   We  either  do  a  good  job  or  we  don't.   We  either 
provide  better  services  than  the  outside  —  other  organizations  — or 
we  don't.   The  challenge,  then,  is  to  make  sure  we  provide  better 
services  and  better  quality.   And  we  have  to  do  it  in  a  way  and 
present  an  image  that  people  understand  that  we  are  doing  that. 
So  you  have  to  do  some  education,  but  just  advertising  to  enroll 
members  never  appealed  to  me. 

Chall:   I  see. 

Vohs:    That's  where  I  came  from. 
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Chall:   So  that  even  though  you  accepted  the  adjusted  community  rating 

plan,  you  okayed  only  pilot  projects  in,  1  guess  it  was,  northern 
California  and  the  Northwest  Region.   Did  that  seem  to  show  you 
that  it  was  all  right? 

Vohs:    Well,  sure,  because  the  employers  didn't  care  about  our  social 
mission. 

Chall:   So  it  brought  in  new  members? 

Vohs:    Yes,  we  were  satisfying  employers  and  what  they  saw  as,  quote, 

"their  needs."   That's  the  other  side  of  it.   These  are  the  people 
who  are  paying  you,  you  have  to  meet  what  they  want,  too--their 
needs.   You  can't  just  say,  "Well,  this  is  the  only  way  we're 
going  to  do  it."   But,  obviously,  it  was  a  tough  one  for  me. 

Chall:  I  see.   Eventually,  he  said,  all  the  regions  accepted  it? 

Vohs:  Yes. 

Chall:  The  Dues  Subsidy  Program,  he  felt,  is  also  one  of  your  legacies. 

Vohs:  Yes. 

Chall:  He  said  that  Dr.  Sams  was  opposed.   Do  you  recall  that? 

Vohs:  Yes. 

Chall:   That  was  because  you  were  setting  aside,  again,  he  said,  a  half 
percent  of  all  the  revenues  as  a  subsidy  for  low- income  people. 

Vohs:    Well,  yes. 

Chall:   Is  that  a  reason  for  Dr.  Sams's  opposition?   The  change  in  the 
corridor,  as  it  were? 

Vohs:    Oh,  no.   It  did  not  affect  the  corridor.   But  you  never  know  quite 
why  he  opposed  or  favored  something.   Again,  sometimes  it  was  just 
because  it  came  from  me  or  the  Central  Office  that  he 
automatically  opposed  it.   But  I  also  don't  want  to  take  away  from 
Dr.  Sams.   I  mean,  he  had  good  ideas.   He  was  a  thoughtful 
individual.   He  was  certainly  committed  to  the  program,  he  just 
saw  things  differently. 

Chall:   I  gather  from  talking  to  people  that  despite  opposition  on  some 

measures,  that  on  many  issues  you  both  had  about  the  same  point  of 
view.  You  were  both  very  concerned  with  keeping  Kaiser  Permanente 
in  its  original  partnership  and  structure. 
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Vohs:    Yes,  because  one  of  the  things  we  went  through  at  that  time,  when, 
quote,  "the  competition"  became  so  intense  was  that  a  lot  of  our 
people  wanted  us  to  be  just  like  the  new  plans.   They  wanted  us  to 
become  PPOs  and  IPAs.   Again,  we  weren't  formed  to  be  a  commercial 
organization  that  offered  a  lot  of  different  options;  we  believed 
in  group  practice  prepayment.   We  think  that's  the  best  way  to 
organize  and  provide  services  and  to  finance  services.   If  you 
believe  that,  then  an  IPA  doesn't  fit. 

So  I  wouldn't  do  it  for  commercial  reasons.   In  fact,  Jim  Lane 
at  one  time  really  was  pushing  hard  in  that  direction  with  Dave 
Pockell,  and  some  others.   Finally,  they--I  think—conceded  that 
they  had  some  respect  for  me  for  carrying  the  flag  of  group 
practice  prepayment  and  not  yielding,  because  they  realized  later 
that  moving  in  the  direction  of  PPOs  and  IPAs  probably  wasn't  what 
we  should  have  been  doing. 


Multiple  Choice  Insurance  Policies 


Chall:   What  is  meant  by  Kaiser  setting  up  some  kind  of  multiple  choice 
with  an  insurance  option  for  small  groups  within  the  HMO?  Was 
that  during  your  time?   With  Liberty  Mutual  and  Pacific  Mutual? 

Vohs:    We  started  those  discussions,  met  with  the  Liberty  Mutual  people 
before  I  left. 

Chall:   What  was  that  about? 

Vohs:    One  of  the  advantages  that  some  indemnity  organizations  had  over 
Kaiser  Permanente,  in  terms  of  how  they  were  seen  by  the  major 
employers  in  the  large  groups,  is  that  some  of  them  could  offer  a 
broader  package  of  products.   They  could  offer  an  indemnity  plan, 
a  PPO,  an  IPA,  and  they  might  even  be  able  to  offer  a  group 
practice  plan.   To  employers  they'd  say,  "You  contract  with  us  and 
you  won't  need  to  contract  with  anybody  else.   We  give  you  all  the 
options  that  you  need  for  your  employees  so  you  don't  need  to 
contract  with  an  organization  like  Kaiser." 

One  of  the  things  we  felt  we  needed  to  explore  was  the 
possibility  of  offering  an  indemnity  plan,  because  we  know  we 
shouldn't  be  the  only  plan  offered  by  an  employer.   Employees 
within  a  group  ought  to  have  a  choice  between  plans,  Kaiser  and 
one  that  would  give  them  a  free  choice  of  physicians. 

Quite  often  we  would  find  we  couldn't  get  an  indemnity  plan  to 
join  with  us  in  offering  a  combined  plan  to  employers.   In  fact, 
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if  you  go  back  and  read  Avram  Yedidia's  history  of  how  we  moved 
into  the  dual  choice  concept,  it's  because  plans  like  Blue  Cross/ 
Blue  Shield  had  to  have  75  percent  of  the  employees  within  a 
group,  or  they  wouldn't  offer  their  plan.   Well,  in  the  early 
days,  many  employees  not  familiar  with  Kaiser  Permanente  didn't 
want  to  lose  Blue  Cross/Blue  Shield  coverage,  so  employers 
wouldn't  offer  our  plan.   Insurance  companies  wouldn't  come  in  if 
they  only  enrolled  10  or  15  percent  of  the  group.   In  the  late 
eighties  and  early  nineties,  we  felt  there  would  be  a  value  for  us 
to  be  able  to  offer  an  insurance  plan,  an  indemnity  plan,  in 
conjunction  with  our  own  coverage.   It  also  would  help  in  terms  of 
members,  when  they  travel  outside  of  the  area,  or  when  they're 
transferred  to  another  location  outside  of  our  service  area.   I 
think  Kaiser  has  moved  forward  on  that  now. 

Chall:   I  see.   Now,  was  that  a  problem  for  you? 
Vohs:    No.   I  was  in  favor  of  it. 


Point  of  Service  Plan 


Chall:   Was  that  also  like  the  Point  of  Service  Plan? 

Vohs:    No,  the  Point  of  Service  Plan  is  a  little  different.   We  set  up  a 
point  of  service  trial  in  Bakersfield.   That  was  where  we  decided 
to  try  it.   And  I  was  very  much  in  favor  of  that.   Again,  we  ran 
into  problems  with  Dr.  Sams  on  it.   He  was  very  opposed  to  the 
idea  and  was  a  major  barrier  to  our  experimenting  with  the 
concept.   But  he  finally  agreed  to  our  doing  it  in  Bakersfield,  if 
we  committed  to  not  doing  it  any  place  else.   So  we  did  do  it  in 
Bakersfield.   I  don't  know,  since  then,  to  what  degree  it's  been 
adopted  in  our  other  regions. 

Chall:   Now  that  allows  somebody  who  belongs  to  Kaiser  to  go  outside  of 

Kaiser  to  see  a  doctor  for  special  reasons,  or  because  he  wants  to 
and  still  have  some  of  the  costs  reimbursed  by  Kaiser? 

Vohs:    Just  because  he  wants  to. 
Chall:   But  he  has  to  pay  more? 

Vohs:    Yes,  he  does.   If  he  comes  to  see  our  physician,  he  might  have  to 
pay  a  doctor's  office  visit  of  five  dollars.   But  he  would  have  to 
pay  a  percentage  of  the  fee  for  the  outside  doctor—maybe  50 
percent  or  25  percent  or  something  like  that.   So  there  is  a 
dollar  penalty  to  seek  care  outside  of  Permanente. 
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Chall:   Is  it  still  in  the  contracts? 

Vohs :    Oh,  I'm  sure  they  haven't  changed  in  Bakersfield.   I'm  sure  it  has 
been  adopted  in  some  of  the  other  regions,  too.   I  don't  know  that 
they've  adopted  it  at  all  in  northern  California.   To  me,  that's 
more  of  a--it's  hard  to  describe—it '  s  more  of  a  perception  idea 
for  a  member  feeling  it  would  be  good  if  they  could  have  the 
option  to  go  outside  the  plan.   But  once  they  get  into  the  Kaiser 
plan,  they're  usually  satisfied  using  Permanente  physicians  only. 

But,  it  is  geared  especially  for  employers,  who  think  they 
have  to  offer  it  in  order  to  deal  with  the  resistance  that 
employees  have  when  they  don't  initially  feel  comfortable  with  a 
Kaiser  group  practice,  closed  panel  type  HMO.   It  relieves  their 
anxieties  if  they  know  they  could  see  an  outside  physician  if  they 
choose,  even  if  it  costs  more  money.   So  it's  perception,  as  far 
as  I'm  concerned,  more  than  reality. 

Chall:   Well,  it  always  has  been  one  of  the  major  arguments  against  HMOs. 
Vohs:    Sure. 


Interregional  Committees:  The  Interregional  AIDS  Committee 

Chall:   Let's  see.   I  want  to  get  some  more  information  from  you  about 
interregional  committees.   You  must  have  been  setting  those  up 
before  you  retired.   This  is  the  Fall/Winter  1992  Spectrum,  so  I'm 
sure  that  you  were  on  board.1 

Vohs:    Interregional  committees. 
Chall:   Medical  technologies--. 
Vohs:    Oh,  yes.   Oh,  yes. 

Chall:   Various  others.   Let's  see,  you  had  Interregional  Contract 
Management  Committees,  and  Interregional  New  Technologies 
Committees,  and  Auditing  Committees--you  name  it. 

Vohs:    When  you  have  what  we  call  autonomous  regions,  although  they 

weren't  totally  autonomous,  completely  autonomous,  you're  always 
trying  to  maintain  some  consistency  of  policy  and  approach  among 


;Helen  Pettay,  "Info  Free  Flow,  Interregional  Committees  Move 
Information  Across  the  Program,"  Spectrum,  Fall/Winter  1992,  pp.  10-14. 
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the  regions,  especially  for  employer  groups  that  have  personnel 
working  in  several  different  regions.   They  don't  like  to  see 
differences  in  benefits  and  they  don't  like  to  see  different 
approaches  and  responses  to  medical  care  services.   And  with  so 
much  technology  changing  —  that '  s  probably  a  good  example  —  of  a 
process  in  which  new  technology  is  being  assessed,  deciding  when 
you  adopt  it  and  when  you  don't  adopt  it. 

Some  of  the  lawsuits  against  us  came  about  as  a  result  of  our 
unwillingness  to  compensate  members  for  obtaining  care  in  areas 
that  we  would  call  experimental.   When  you  get  into  a  court  or 
before  a  jury,  and  somebody,  a  young  child  who  has  been  turned 
down  for  some  experimental  type  of  care  that  might  or  might  not 
provide  any  benefit  to  her,  you're  probably  going  to  lose.   So  we 
needed  to  have  a  good  process  for  assessing  technology  that  would 
provide  us  with  a  common  policy  on  new  procedures  in  all  regions. 
The  Interregional  Technology  Committee  was  one  of  the  approaches 
that  we  used.   And  it  was  very  effective. 

One  of  the  best  interregional  committees  that  we  established 
was  in  response  to  the  AIDS  epidemic.   It  was  an  excellent  way  to 
educate  our  other  regions  on  the  basis  of  the  experience  that  we 
had  in  northern  California,  especially,  because  we  had  so  many 
AIDS  cases  in  northern  California.   Kaiser  covered  something  like 
2  percent  of  the  population  of  the  United  States  when  I  was  there, 
but  we  had  about  5  percent  of  the  AIDS  cases.   We  were  operating 
in  regions  of  the  country  in  which  there  was  a  high  incidence  of 
AIDS. 

The  Interregional  AIDS  Committee  was  an  effective  way  to  look 
at  AIDS,  how  we  were  organizing  services  for  those  individuals  and 
how  we  were  providing  those  services,  both  in  terms  of  cost 
effectiveness,  as  well  as  the  quality  and  the  satisfaction  of  the 
individual  patients.   Having  the  Interregional  AIDS  Committee  was 
very,  very  helpful  in  providing  a  good  knowledge  base  of  what  was 
working,  what  wasn't  working,  and  how  to  organize  services.   It 
was  extremely  successful.   Those  were  the  kinds  of  situations 
where  a  large  organization  with  diverse  regions  and  diverse 
managements  had  to  have  some  kind  of  consistent  policy  approach. 

Chall:   Right.   Dr.  [Paul]  Lairson  seems  to  have  been  a  key  person  in 
these  interregional  services.1 

Vohs:    Absolutely. 


'Tape  of  interview  with  Dr.  Lairson  is  available  in  The  Bancroft 
Library  as  supplementary  material  to  the  James  Vohs  oral  history. 
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Chall:   Did  you  bring  him  in?   I  know  he  had  a  long  career  with  Kaiser 
before  he  came  into  the  Central  Office. 

Vohs:    Yes,  originally  he  had  an  important  role  in  the  Oregon  Region,  and 
then  he  was  my  choice  to  go  to  Texas  to  be  the  medical  director  in 
Texas.   He  founded  the  Permanente  Medical  Group  in  Texas.   Then, 
when  Dr.  Jack  Smillie  stepped  down  as  the  liaison  to  the  medical 
groups  in  the  Central  Office,  Dr.  Lairson  was  my  choice  to  come 
into  that  role.   He  was  very  effective  in  that  role.   I  think  he 
had  a  very  good  understanding  of  the  Health  Plan,  its  principles, 
how  it  operated  and  worked,  and  he  had  a  good  relationship  with 
the  other  medical  directors.   He  helped  organize  several  of  the 
interregional  committees  and  he  was  absolutely  the  right  person  to 
convene  them,  chair  them,  and  move  them  along.   He  did  a  superb 
job . 

Chall:   Because  he  was  a  doctor? 

Vohs:    That's  right,  he  was  well  respected  because  he  was  a  good 

physician  and  a  good  medical  director.   He  also  had  a  broad  range 
of  experiences. 
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VII   THE  CENTRAL  OFFICE,  1971-1992  (CONTINUED):  FINANCIAL 
PLANNING,  COMPETITION,  AND  THE  MEDIA 


[Interview  6:  June  19,  1997] 


Chall:   Okay,  what  do  you  think  you  would  like  to  talk  about  today?   Did 
you  get  some  time  to  think  about  that? 

Vohs:    No,  as  a  matter  of  fact,  I  didn't.   [laughter]   I  think  that's  one 
of  the  difficulties  that  I've  had,  in  terms  of  retirement  and 
moving  my  office  home.   It's  not  the  same  kind  of--I  guess- 
private  time.   I'm  mixed  up  between  doing  things  at  home  and  in  my 
office.   It  just  doesn't  work  as  well.   I'm  not  as  consistent 
working  on  something.   When  I  was  in  my  office  downtown,  I  was  in 
my  office.   When  I'm  in  my  office  here,  I'm  both  home  and  in  the 
office.   It  just  doesn't  work  as  well. 

Chall:   You'll  be  able  to  work  on  the  oral  history  at  home  during  these 
post-retirement  days. 


Long  Range  Capital  and  Financial  Planning 


Chall:   I  want  to  talk  to  you  about  this  article  on  capital  requirements 
and  capital  financing.1 

Vohs:    Yes,  by  Walt  Palmer  and  myself? 

Chall:   Yes.   You  wrote  it  in  November  1976--or  you  delivered  it  in 

November  1976.   I  think  it's  full  of  rather  interesting  details. 
One  of  the  things  that  struck  me  was  that  this  was  written  in 


'James  Vohs,  Walter  Palmer,  "Capital  Requirements  and  Capital 
Financing  in  a  Hospital-Based  Group  Practice  Prepayment  Plan,"  Presented  at 
Conference  on  Capital  Financing  for  Health  Facilities,  November,  1976. 
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November  1976,  which  was  really  before  the  great  move  into 
expansion.   Is  that  correct? 

Vohs:    Yes. 

Chall:   So  that  some  of  these—well,  not  principles—but  methods  might 

have  changed  over  time--I  don't  know—in  terms  of  how  you  did  your 
long  range  planning? 

Vohs:    Well,  they  did  to  some  degree,  Malca,  but  you  know  the  capital 

generation  concept  that  we  followed  was  really  established  by  Mr. 
Trefethen  during  the  Tahoe  conferences  and  in  the  negotiations 
following  Tahoe. 

The  decision  was  made  at  that  time  that  the  capital  that  was 
needed  for  the  operation  would  be  generated  by  the  Health  Plan/ 
Hospitals,  not  by  the  medical  groups.   It  made  obvious  sense  that 
since  the  Health  Plan/Hospitals  were  tax-exempt  organizations,  the 
income  that  those  organizations  generated  was  not  taxable,  while 
any  income  generated  by  the  medical  groups  would  be  taxed, 
reducing  the  amount  of  available  capital.   Of  course,  who  would 
retain  the  income  was  an  issue  at  the  time  of  the  Tahoe 
negotiations,  but  it  was  decided  that  Health  Plan/Hospitals  would 
develop  the  capital  income,  using  it  to  build  the  facilities  and 
buy  the  equipment. 

If  you  recall,  at  our  last  meeting  we  talked  about  the 
decision  also  resulting  from  the  Tahoe  conference  of  the  sharing 
of  the  "earnings"  of  Health  Plan  with  the  medical  groups.   That 
was  part  of  the  overall  capital  generation.   The  decision  was  that 
the  Health  Plan,  in  addition  to  net  income  and  its  regular 
depreciation,  would  also  set  aside  what  we  called  "the  4  percent 
provision"  as  an  additional  amount  of  capital  generation.   In 
other  words,  the  feeling  was  that  depreciation  by  itself  in 
addition  to  earned  income  was  not  going  to  provide  enough  capital 
to  build  the  facilities  and  provide  the  needed  equipment  for  a 
growing  enterprise.   We  first  had  to  generate  depreciation,  then  4 
percent  of  the  historical  costs  of  buildings  and  equipment- 
utilizing  the  same  formula  that  was  used  for  calculating 
depreciation— and  then  after  that,  any  earnings  in  excess  of 
depreciation  and  the  4  percent  formula  would  be  the  earnings  that 
would  be  shared  with  the  medical  groups. 

That  was  sort  of  set  in  concrete  following  the  Tahoe 
conference,  and  it  served  us  well  for  a  long  time. 

Chall:   Then  what  happened? 
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Vohs:    Later,  with  the  kind  of  growth  that  we  were  having,  we  decided  the 
4  percent  formula  was  not  adequate  and  we  really  had  to  get  more 
refined  in  our  capital  planning.   We  had  to  develop  specific 
projections  of  our  capital  needs  and  then  develop  a  plan  to 
provide  the  needed  capital.   The  4  percent  formula  just  wasn't 
adequate. 

What  Walt  Palmer  and  I  did  in  writing  this  article  was  to 
describe  the  new  capital  generation  formula  departing  from  the  4 
percent  provision.   It  seems  to  me--I  didn't  go  back  and  read  the 
article—but  it  seems  to  me  we  even  referred  to  that  history  in 
the  article,  but  maybe  we  didn't. 

Chall:   I  don't  recall. 

Vohs:    It  might  not  be  in  there. 

Chall:   What  I  did  pick  up  on  was  that  you  set--you  projected  —  plans  for 

five  year  periods  —  and  often  for  longer  periods  when  major  capital 
expenditures  were  contemplated— but  that  you  also  reviewed  the 
plans  every  six  months  and  revised  as  required.   That  meant 
somebody  was  always  on  watch. 

Vohs:    Yes,  that's  right.   This  was  a  period  when  we  were  having  a  lot  of 
growth,  and  we  were  building  more  hospitals  and  medical  offices 
and  that  required  a  lot  of  capital.   We  were  getting  more 
sophisticated  in  capital  planning  than  we  were  in  those  early 
days.   The  article  Walt  and  I  wrote  was  an  effort  to  memorialize, 
I  guess,  a  greater  sophistication  in  terms  of  planning,  and 
especially  financial  planning. 

Chall:   Even  though  it  was  only  1976  or  maybe  1975  when  you  wrote  it? 
Vohs:    Yes,  that's  right. 


The  Kaiser  Permanente  Model  and  the  Mission 


Chall:   Another  statement  that  caught  my  eye  was:  "Earnings  can  be  viewed 
socially  and  from  a  business  viewpoint  as  a  sound  long-term 
investment  in  order  to  create  stable  and  financially  strong  health 
care  institutions."1   The  word  "socially"  in  a  document  of  this 
kind  is,  I  guess,  not  usually  found? 


'Conference  report,  p.  8. 
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Vohs:    Yes. 

Chall:   But  it  was  part  of  your  mission? 

Vohs:    Well,  we  saw—as  I  probably  said  earlier—we  saw  the  organization 
as  a  valuable  social  institution  in  providing  medical  services  to 
populations  that  might  not  have  access  to  that  quality  of  medical 
care.   We  saw  the  organization  as  a  good  model  for  the  country  in 
terms  of  how  medical  care  could  be  organized.   In  addition,  we 
were  building  hospitals  and  other  medical  facilities,  and  we 
weren't  relying  on  government  to  build  them,  we  weren't  relying  on 
taxes  to  build  them.   It  was  a  private  enterprise.   And  we  weren't 
asking  for  charitable  contributions.   We  weren't  doing  fundraising 
to  build  them.   We  had  an  ongoing  operation  that  was  providing 
them.   If  you  look  just  within  California  and  at  the  number  of 
people  that  we  were  serving  and  the  hospitals  that  we  built,  we 
were  a  large  part  of  the  social  and  health  care  fabric  of  the 
state . 

Chall:   You  talked  about  a  voluntary  planning  process.   "These 

expenditures  were  made  pursuant  to  a  voluntary  planning  process 
that  matched  the  health  needs  of  these  persons  with  the  hospitals, 
medical  offices  and  supporting  facilities  required  to  meet  those 
needs.   There  are  no  incentives  to  make  capital  expenditures 
beyond  the  needs  of  the  Program."1   The  word  "voluntary"  is  in 
italics . 

Vohs:    I'm  having  a  hard  time  thinking  about  that.   Can  I  see  it?   The 
context  of  it? 

Chall:   [passing  pamphlet]   It's  there. 

Vohs:    I  can't  tell  you,  really,  why  we  used  that  term. 


Providing  High-tech  Medical  Procedures  to  Members 


Chall:   It's  interesting  but  no  reason  why  you  should  recall  a  piece 

really  out  of  of  context.   [shuffling  papers]   You  mentioned  here 
that  the  Program's  revenues  "also  reflect  increases  in  benefits 
provided  and  significant  advances  in  medical  practice  and 
technology.   Open-heart  surgery,  kidney  transplants,  and  renal 
dialysis  have  become  accepted  medical  services.   Intensive  care 
and  coronary  care  units  have  replaced  special  duty  nurses  in 
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hospitals.   These  and  other  developments  have  a  significant  impact 
on  both  operating  costs  and  capital  costs."1   At  that  time,  I'm  not 
sure  whether  you  were  doing  kidney  transplants. 

Vohs:    No,  some  of  those  things  we  didn't  do  ourselves.   But  we  sent  our 
patients--our  members  —  to  outside  sources. 

Chall:   Oh,  I  see. 

Vohs:    I  can't  think  of  the  surgeon's  name  at  Stanford,  and  who  was  such 
a  pioneer  in  open  heart  surgery.   You  know  who  I  mean? 

Chall:   Yes,  I  do.   Dr.  Norman  Shumway. 

Vohs:    We  sent  all  of  our  open  heart  cases  to  Dr.  Shumway  at  that  time  — 

Chall:   And  paid? 

Vohs:    --in  northern  California,  and  paid  him.   It  wasn't  until  we  had 

the  volume  of  those  special  types  of  services  that  we  internalized 
them.   Eventually  we  internalized  and  centralized  open  heart 
surgery  in  our  San  Francisco  Hospital.   We  didn't  provide  that 
service  in  every  one  of  our  hospitals.   We  had  just  one  center  in 
northern  California,  and  one  in  southern  California. 

If  you  look  at  some  of  the  studies  that  have  been  made  of 
quality  of  care,  it's  the  units  where  this  kind  of  procedure  is 
done  often,  where  there's  a  high  volume  of  it,  that  you  achieve 
the  best  quality.   We  waited  until  we  had  high  volume,  and  then  we 
brought  in  our  own  teams,  bringing  in  outstanding  specialists  and 
then  providing  the  service  ourselves. 

Several  studies,  carried  out  I  would  guess  in  the  late 
eighties  —  although  it  could  have  been  in  the  early  nineties- 
showed  that  our  San  Francisco  Hospital  and  our  Los  Angeles 
Hospital  had  the  best  mortality  rate  for  open  heart  surgeries  in 
the  state.   But,  again,  where  we  did  not  have  the  service  or 
procedure  available  internally,  we  bought  it  outside.   We  sent  our 
patients  outside  of  the  plan. 

What  the  capital  generation  plan  is  reflecting,  then,  looking 
at  the  increase  in  medical  care  costs  over  that  whole  time  frame, 
is  that  a  lot  of  the  increase  in  cost  was  a  result  of  new 
technology.   Technology,  in  some  ways,  could  produce  a  lower  cost 
per  procedure,  but  the  fact  is  we  were  doing  a  lot  more  of  those 
new  kinds  of  procedures. 
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In  a  prepaid  health  care  program,  those  new  services  became 
added  benefits  that  had  to  be  automatically  integrated  into  the 
benefit  package.   We  didn't  feel  we  had  to  provide  experimental 
types  of  procedures,  but  once  a  service  became  a  community 
standard  we  had  to  cover  it  as  a  benefit  to  our  members. 

Chall:   That's  interesting  because  there  were  some  newspaper  articles  on 
that  subject.   [pause  while  shuffling  papers]   There  were  some 
news  releases  about  Kaiser  being  sued  for  in-vitro  coverage 
because  it  hadn't  become  a  standard  practice  at  Kaiser.   Then, 
this  is  the  one  about  heart  transplants--"Eighteen  years  after  the 
first  human  heart  transplant,  the  Kaiser  Permanente  Program  has 
decided  to  start  paying  the  cost  of  its  members  who  need  the 
surgery."1  Then  the  editorial  which  had  to  do  with  this  infant 
girl  who  had  a  defective  heart  and  Kaiser  was  not  about  to-- 
apparently--pay  for  providing  this  neo-natal  type  of  care.2 

Vohs:    That's  right,  and  some  of  these  were  very  difficult  cases  because 
they  are  emotional  situations  where  you  have  a  young  child  with  a 
serious  medical  problem,  and  Kaiser  is  saying  they  don't  cover  it 
because  it's  experimental.   Quite  frankly,  we  were  always  the 
loser  in  that  kind  of  situation  through  the  media.   We  might  have 
been  right  in  that  the  procedure  was  experimental,  and  therefore-- 
at  least  according  to  our  contract—we  didn't  cover  experimental 
procedures.   Remember,  experimental  procedures  were  just  that-- 
their  efficacy  had  not  yet  been  proven,  and  in  some  cases  could  be 
harmful. 

Chall:   But  if  you  suddenly  have  a  baby  who  needs  it--. 

Vohs:    That's  right,  you  can  lose  it  in  a  court  case.   You  not  only  lose 
it  in  the  media,  but  you  can  lose  it  in  a  court  case. 

So,  in  a  lot  of  those  types  of  cases,  I  took  the  position  that 
we  ought  to  just  go  ahead  and  pay  for  the  coverage. 

Chall:  So  first  it  comes--!  suppose—into  the  medical  group,  and  then 
it--.  Do  you  hear  about  it  at  that  time?  When  does  it  get  to 
you? 

Vohs:    No,  the  region  would  hear  about  it  right  away.   It  would  be  a 
discussion  within  the  region  between  the  medical  group  and  the 
regional  manager.,   The  decisions  would  have  been  made  by  the 
doctors  following  our  protocols  and  our  procedures,  then  there 
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would  be  some  kind  of  appeal--maybe  a  direct  appeal  to  the  Health 
Plan  to  provide  it.   At  that  point,  the  Health  Plan  would  get 
involved,  and  if  the  Health  Plan  turned  the  appeal  down,  then 
somebody  would  release  the  story  to  the  papers.   They  were  always 
difficult  cases. 

Chall:   So,  if  and  when  it  came  up  to  the  Central  Office,  what  did  you  do? 

Vohs :    Well,  Paul  Lairson  may  have  talked  to  you  about  this,  that  is  when 
we  set  up  a  Technology  Committee  to  evaluate  new  technologies, 
experimental  procedures,  make  a  determination  about  covering  them, 
and  have  a  consistent  policy  among  all  regions. 

Chall:   We  discussed  this  briefly  at  our  last  interview  regarding  AIDS. 

Vohs:    One  of  the  great  contributions  that  Paul  made  to  the  organization 
was  through  this  Technology  Committee.   We  brought  representatives 
in  from  all  of  the  regions  to  review  this  new  technology  and  to 
make  the  decision  whether  it  had  passed  the  experimental  stage  and 
was  now  a  community  standard  or  not.   We  got  a  much  more 
consistent  decision  on  some  of  those  cases,  and  it  moved  us 
forward  faster  than  we  might  have  otherwise.   It  was  a  great 
contribution  that  Paul  Lairson  made  to  the  organization. 

Chall:   Sometimes  you  simply  had  to  react  to  what  was  happening  that  was 
beyond  your  control. 

Vohs:    Yes,  that's  right. 

Chall:   And  then  check  into  it.   This  headline  just  says,  "Kaiser 
Struggles  with  AIDS  Burden."1 

Vohs:    Well,  we  always  took  in  AIDS  patients.   I  think  the  disagreement 
was  in  terms  of  the  care--the  particular  style  of  care.   Of 
course,  San  Francisco  had  the  most  experience,  because  we  had  the 
highest  percentage  of  AIDS  patients  in  the  northern  California 
region  than  the  other  regions.   We  were  experiencing  what  the 
whole  medical  community  was  going  through—of  how  best  to  treat 
AIDS  patients.   What  was  the  best  methodology  of  treatment.   As 
you  know,  in  the  beginning,  we  had  very  little  treatment 
ammunition.   But  what  came  out  of  this  —  and  again  this  is  one  of 
the  contributions  that  Paul  Lairson  made—was  to  establish  an 
inter-regional  AIDS  committee.   We  brought  the  good  and  valuable 
experience  of  San  Francisco  in,  and  we  brought  physicians  from  the 
other  regions  together  to  talk  about  how  we  were  dealing  with  AIDS 
in  San  Francisco. 
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Chall: 


We  did  some  real  pioneering  in  the  treatment  of  AIDS  patients 
in  which  we  provided  much  of  the  treatment  on  an  outpatient  basis 
--which  was  better  for  the  patient,  not  being  hospitalized--in  and 
out,  in  and  out—where  we  could  treat  them  on  an  outpatient  basis 
with  infusion  therapy  and  things  of  that  sort.   We  were  at  the 
front  line  of  whatever  new  drugs  were  coming  out.   We  could  pass 
that  information  on  to  other  regions,  and  they  could  adapt  it.   So 
it  was,  again,  a  very  effective  committee. 

That  committee,  also,  of  course,  was  assessing  all  the  new 
medicines  that  were  coming  out,  and  all  the  new  treatment  forms. 
It  kept  us  really  abreast.   I  think  we  were  among  the  best  in 
terms  of  treatment  of  AIDS  patients  in  the  country.   San  Francisco 
General  was  number  one,  but  we  were  number  two- -both  in  terms  of 
the  volume  as  well  as  the  form  of  treatment  and  being  on  the 
leading  edge. 

It  was  certainly  a  difficult  time  to  make  these  kinds  of 
decisions . 

I'm  just  going  to  go  through  some  of  these  things  that  I  have 
here  because  they  bring  up  subjects  to  discuss  [folder  of  press 
clippings,  and  Kaiser  publications]. 


Competitive  Pressures  and  Growth 

Chall:   I  have  them,  more  or  less,  in  chronological  order.   Now,  in  early 
'86,  three  Bay  Area  hospitals  —  in  San  Francisco,  and  Marin  County, 
and  San  Mateo--merged. ' 

Vohs:    Yes. 

Chall:   They  were  going  to  take  on  competition  from  Kaiser,  because  you 
had  your  own  hospitals.   That  must  have  been  one  of  the  first 
signs  that  they  were  hurting  or  that  your  competition  was  a 
problem. 

Vohs:    That  they  were  feeling  it. 

Chall:   They  were  feeling  competition.   You  weren't  at  the  time? 

Vohs:    No. 
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Chall:   There  was  a  study  that  claimed  that  chains  of  investor-owned 
hospitals  are  less  cost-effective  than  traditional  nonprofit 
centers.1   There  was  so  much  in  those  years  being  studied,  being  a 
concern- -information  in  the  press  just  kept  growing  and  growing 
and  growing  about  what  was  happening  in  the  medical  field,  and 
with  rates. 

One  of  your  own  issues  of  the  Reporter  [October  1987]  is 
devoted  to  your  competition.   At  that  time,  you  were  apparently 
growing  well  enough  so  that  you  weren't  that  concerned,  but  it 
does  show  that  competition  was  increasing  and  the  author  of  the 
article,  Richmond  Prescott,  M.D. ,  pointed  out  why  you  were 
different  from  the  other  types  of  HMOs  which  had  come  onto  the 
scene  in  recent  years. 

Vohs :    Yes,  well,  I  think--   First,  to  go  back  a  little  bit  about  these 
area  hospitals  and  their  affiliation  to  compete  with  Kaiser 
Permanente.   We  may  have  been  a  competitive  factor  from  their 
standpoint,  but  they  were  not  a  competitive  factor  from  our 
standpoint  because  we  were  competing  with  health  plans,  not  with 
hospitals.   We  never  competed  with  hospitals  per  se.   We  competed 
with  other  plans.   So  from  their  standpoint,  the  fact  that  they 
felt  we  were  serving  a  larger  part  of  the  population  and  therefore 
decreasing  the  population  that  they  were  serving—therefore 
decreasing  the  number  of  beds  that  were  being  occupied  —  could  have 
been  affecting  them.   But  we  never  saw  hospitals  as  our 
competition. 

In  1987,  we  were  beginning  to  feel  some  competitive  impact,  it 
is  true  —  that's  when  we  were  first  feeling  the  growth  of  the  IPA 
form  of  HMO  and  some  of  the  other  forms  that  were  coming  in--the 
PPO--some  of  those  things.   We  were  affected  when  a  plan  could 
offer  a  variety  of  options  to  an  employer.   They  could  offer  an 
indemnity  plan,  an  IPA  HMO,  and  a  PPO  or  some  combination.   So,  to 
some  employers,  that  was  very  attractive.   They  only  had  to 
contract,  then,  with  one  organization  to  provide  all  these 
different  approaches. 

But,  also  at  that  time,  we  were  so  well  established  with  the 
larger,  major  employers  in  the  areas  we  served  —  especially  in 
California  — that  they  still—even  though  they  would  contract  with 
one  of  these  organizations  that  would  offer  each  variety— they 
would  still  offer  us  as  a  plan.   What  we  were  seeing  then,  was 
could  we  maintain  our  membership  or  would  they  drift  into  the 
other  competing  plan? 
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Chall:   And  apparently  at  one  time  they  were  drifting  over.   In  1987, 
apparently,  northern  California  grew  by  only  2  percent. 

Vohs :    Yes,  but  you  know,  later  in  that  period  of  the  late  eighties,  our 
membership  took  off. 

Chall:   Yes,  that  was  interesting  because  by  1988  your  membership 

increased  12  percent--!  guess  that  was  nationwide  —  four  times  the 
numbers  expected,  and  northern  California  almost  doubled. 

Vohs:    Yes,  we  had  this  huge  membership  growth  for  about  three  years.   My 
feeling  was--and  I  told  the  board  of  directors  this  —  that  in  the 
early  eighties,  just  as  these  IPAs  were  getting  started,  they  were 
beginning  then  to  be  competitive  and  pull  off  some  of  our 
membership  growth,  that  1  thought  we  would  go  through  a  period  in 
which  that  would  happen.   Then  we  would  have  a  period  in  which 
that  would  settle  down,  and  people  would  have  made  their  choices 
in  these  groups,  and  then  membership  would  stabilize.   That  the 
individuals  who  we  weren't  satisfying  or  who  wanted  these  other 
forms  would  move  out  and  then  things  would  stabilize  and  we  would 
be  okay.   Well,  that  happened.   In  fact,  not  only  were  we  okay,  we 
had  this  tremendous  growth.   Then,  starting  in  the  nineties  we 
began  to  feel  even  more  competition,  mostly  because  we  let  our 
rates  get  too  high. 


Kaiser  Permanente  and  the  Press:  The  Continuing  Concern 


Chall:   Well,  before  we  get  into  that- -because  I  think  that  I  do  want  to 
discuss  that  with  you--it  was  interesting  about  the  press,  and  we 
might  talk  again  about  the  way  the  press  deals  with  Kaiser.   There 
has  been  so  much  coverage.   Here's  one.1 

Vohs:    Well,  this  press  claims  to  show  poor  planning,  Kaiser  Permanente 
kept  costs  too  low. 

Chall:   Sometimes  it  would  seem  as  if  you  were  damned  if  you  did,  damned 
if  didn't. 

Vohs:    Oh  yes.   We  were  often  in  the  press,  usually  negatively. 

Chall:   You  put  a  moratorium  on  bringing  in  individual  members,  and  the 

press  claimed  that  showed  poor  planning- -that  you  kept  your  costs 
too  low  and  that  you  should  have  increased  rates  and  built  up  your 
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facilities  to  accommodate  the  membership  increases.   But,  also, 
they  claimed  that  one  of  the  reasons  —  and  I  don't  know  whether  you 
felt  that,  too--is  that  some  of  these  other  plans  were  unstable. 
I  think  at  that  time  they  were  beginning  to  either  go  out,  or 
merge,  or  go  into  bankruptcy,  and  that  companies  wanted  to  have  a 
stable  plan.   So  even  if  they  would  cut  out  other  plans  because 
they  didn't  think  they  were  stable,  they  would  always  keep  Kaiser 
in  there  for  their  employees. 

Vohs  :    Yes,  and  that's  part  of  what  I  was  saying  before.   Even  though 

they  experimented  with  these  other  plans,  the  groups  always  kept 
Kaiser  in  there.   Of  course,  we'd  had  a  forty-year  history  of 
stability. 

There  was  a  lot  of  turmoil  going  on  in  these  other  plans,  but 

to  a  degree  the  press  was  right  in  accusing  us  of  poor  planning. 

It  was  poor  planning  because  we  didn't  anticipate  the  kind  of 
growth  we  had  in  those  years. 

I  mean,  I've  forgotten,  Malca,  just  what  the  exact  numbers 
were,  but  we  added  well  over  a  million  members  within  three  years. 
I  think  one  year  we  added  six  hundred  thousand  members.   Well, 
that's  nine  hundred  additional  hospital  beds  that  you  need  to  have 
to  serve  that  added  membership. 

Chall:   That's  what  people  don't  realize,  I  think. 

Vohs:    Yes.   And  some  of  our  facilities  were  aging.   In  addition,  getting 
approvals  to  add  hospital  beds  and  going  through  the  process  of 
gaining  governmental  approvals  for  building  facilities  took  an 
enormous  amount  of  time.   That  was  a  major  factor  in  slowing  us 
down  and  affected  our  ability  to  add  facilities  at  the  pace  that 
we  wanted  to. 

We  had  this  surge  of  membership  growth,  and  then,  in  order  to 
try  to  catch  up  and  build  the  facilities  needed,  then  we  ran  into 
the  problems  of  the  delays  and  all  of  the  things  that  you  have  to 
go  through  with  government  in  order  to  get  approvals.   In 
hindsight,  yes,  you  could  say  it's  poor  planning,  but  it  was--we 
just  couldn't  have  anticipated  the  kind  of  membership  surge  that 
we  had  at  that  time. 

Chall:   It's  easy,  I  suppose,  for  a  reporter  to  use  these  terms. 
Vohs:    Oh  sure,  oh  sure. 


Vohs:    I  never  felt  we  were  ever  treated  very  fairly  by  the  press. 
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Chall:   That  you  were  never  treated  fairly? 

Vohs :    Right.   And  it  always  surprised  me,  especially  with  our  own  home 
town  newspaper  [Oakland  Tribune] .   In  any  labor  dispute,  we  always 
were  made  to  look  bad.   Labor  always  had  the  edge  in  terms  of  the 
case  they  made  in  the  media.   They  could  make  outrageous 
statements  and  claims,  while  we  tried  to  be  frank  and  candid  but 
conservative  in  our  responses.   If  we  lost  a  malpractice  case,  it 
got  a  lot  of  press  attention.   Here,  as  an  organization  that  was 
headquartered  in  Oakland  and  was  highly  respected  and  regarded 
throughout  the  world,  we  didn't  get  that  kind  of  respect  from  the 
local  newspaper.   And  the  major  San  Francisco  newspaper  treated  us 
worse . 


One  time,  I  had  a  meeting  at  his  request  with  the  managing 
editor  of  the  Oakland  Tribune.   We  talked  about  this,  and  I  said, 
"You  know,  we  do  a  lot  of  good  things.   I  mean,  every  day  we're 
doing  lots  and  lots  of  good  things  in  caring  for  people,  and 
providing  care  that  some  people  have  never  had  access  to,  but  none 
of  the  good  things  ever  get  written  up."   He  said,  "Well,  we  ought 
to  do  something  about  that." 

So  he  decided  he  would  do  an  article  on  Susan  Forth,  who  was 
our  vice  president  and  treasurer  at  that  time.   They  did  an 
article  on  her  in  the  business  section.   On  the  front  page  of  the 
business  section,  there  was  kind  of  a  headline  about  the  story, 
but  the  article  was  on  the  second  page  of  the  business  section. 
And  the  whole  thrust  of  the  article,  Malca,  was  about  this  woman 
who  was  balancing  a  professional  career  with  running  a  home  and 
raising  a  family. 

Chall:   What  a  switch  from  the  society  page. 

Vohs:    Yes,  isn't  that  awful?   I  mean,  women  have  been  treated  so  badly. 
Here  is  a  wonderful,  wonderful  professional  woman  who  had  achieved 
a  very  high  executive  postion  in  a  major  organization.   They  don't 
write  about  men  and  how  they  balance  their  lives  between  their 
work  and  their  children.   But,  here,  when  they  finally  did  a 
story,  they  resort  to  a  tired,  old  angle. 

You  know,  when  a  reporter  from  the  New  York  Times  came  out  to 
write  a  story  on  Kaiser--!  may  have  told  you  this  story--he  spent 
a  lot  of  time  with  us.   He  was  to  do  a  major  article  on  us.   We 
took  him  around,  introduced  him  to  people,  let  him  have  free 
access.   He  decided  one  day  that  he  would  wait  out  in  the  parking 
lot  at  one  of  our  medical  centers,  and  he  would  interview  patients 
coming  out  to  ask  them  about  the  care  they  received.   He  did  that 
for  about  an  hour.   He  told  us  later  that  he  decided  we  had 
figured  he  was  out  there,  and  we  were  selectively  sending  these 
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patients  out  because  they  were  saying  such  positive,  wonderful 
things  about  their  care. 

Chall:   Oh,  really?   Did  he  report  that  or  did  he  write  a  good  article? 

Vohs:    He  gave  us  a  good  article,  but  you  know,  nobody  has  ever  written 
a--.   I  shouldn't  say  "nobody  ever,"  but  in  general,  I  don't 
recall  seeing  any  articles  in  which  somebody  made  a  very  positive 
article  about  us  without  being  certain  to  try  to  find  negative 
things  about  us . 

Chall:   That's  interesting,  because  it's  exactly  what  I  noticed  in  one  of 
these  articles  that  came  out  a  few  years  ago:  one  paragraph  showed 
you  favorably,  and  the  other  showed  you  unfavorably.   It  was  one 
after  the  other.   It  just  seemed  to  be  a  total  attempt  at  balance, 
but  at  the  time  I  wondered  about  it. 

Vohs:    But,  you  know,  for  some  reason,  I  guess  it's  because  of  our 

history  and  because  we  were  so  different  and  organized  medicine 
was  so  opposed  to  us  that  from  the  very  beginning  we  were  always 
viewed  with  skepticism.   People  had  a  hard  time  believing  that  we 
could  really  be  so  good,  especially  when  other  physicians  were 
attacking  us.   We  just  have  never  been  seen  in  the  way  that  media 
organizations  have  seen  a  Hewlett  Packard  or  an  IBM.   If  you  start 
with  an  aura  of  invincibility  and  quality  that  seems  to  stay  with 
you,  it's  hard  to  smear  it.   On  the  other  hand,  if  you  start  off 
with  this  aura  of  skepticism  and  suspicion,  it  has  always  been 
hard  to  change  the  view  of  people,  especially  the  press.   The 
press  was  always  looking  for  negative  things. 

Chall:   Often—in  the  earlier  days—well,  even  in  1988/1989,  you  were 

usually  looked  at  —  generally  considered  the  blue  collar  program, 
and  yet,  you  had  professionals  in  there  from  day  one.   Not  solely 
blue  collar. 

Vohs:    Yes,  you  know  how  many  University  of  California  employees  are 
Kaiser  members.   But,  again,  it  is  the  perception.   And  we  did 
have  a  lot  of  blue  collar  workers  as  members,  and  that  is  one  of 
the  aspects  that  I  am  very  proud  of,  that  we  offered  such  a  good 
program  to  the,  quote,  "blue  collar  category."   The  assumption  is 
that  you  give  a  different  quality  of  care  to  blue  collar  people  or 
something—it '  s  not  the  Cadillac  or  the  premium  care  that  is  given 
to  the  rich  and  the  wealthy. 

Chall:   Right,  with  long  lines,  and  I  guess,  perhaps,  in  the  early  days 
there  were. 
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Changing  the  Attitudes  of  the  Medical  Service  Providers 


Vohs :    Oh  sure,  we  had  those  problems.   We've  had  a  problem  of  changing 
the  attitudes  and  philosophies  of  people  who  have  been  providing 
medical  services.   I  mean,  it  was  always  the  waiting  room:  people 
waited  for  the  doctor;  doctors  never  waited  for  anybody.   We  had  a 
problem  of  getting  our  doctors  not  to  park  up  next  to  our  clinic 
buildings,  leaving  those  spaces  for  patients.   Changing  the 
culture  of  medicine  and  the  provision  of  medical  service  is 
extraordinarily  difficult.   That  was  a  battle  for  us  all  the  way 
through--of  trying  to  change  that.   As  I  used  to  tell  people,  "If 
you  go  to  a  department  store,  one  of  the  things  they  do  is  to  make 
sure  they  provide  adequate  parking,  easy  access.   They  want  you  to 
come  in." 

We  had  a  hard  time  getting  our  people  to  see  it  that  way,  that 
it  was  really  important  that  we  make  it  easy  to  have  access—not 
charging  patients  for  parking,  treat  them  as  if  they  were 
customers  of  a  retail  store.   Organize  your  care  to  provide 
routine  doctor  office  visits  all  day  Saturday  for  people  who  work; 
have  night  clinics.   Changing  people's,  and  especially  physicians' 
views  of  some  of  these  kinds  of  patterns  of  practice  was  very 
difficult. 

Chall:   Something  they  learned  when  they  came  out  of  medical  school? 

Vohs:    And  how  they  saw  the  way  other  physicians  practiced.   So,  sure,  we 
had  some  problems  with  queuing,  but  it  was  something  we  were 
always  trying  to  solve.   Also,  we  were  always  growing- -we  were 
always  growing.   In  the  early  days,  we  didn't  have  access  to  the 
kind  of  capital  that  we  needed  so  we  could  build  facilities  as 
fast  as  we  wanted  to.   We  had  the  kind  of  typical  problems  of  a 
fast-growing  organization. 


Public  Relations  and  Advertising 

Chall:   Did  you  put  into  your  Central  Office  public  relations  people  to 
help  with  this  even  before  you  started  to  do  advertising? 

Vohs:    Oh,  yes.   We  always  have. 
Chall:   To  help  you  answer  the  press? 

Vohs:    Yes,  Don  Duffy  was  with  us  for  years,  and  that  was  his  area,  but 

it  was  modest  effort  compared  to  the  size  of  our  organization—too 
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modest.   We  probably  should  have  put  more  resources  into  that 
area . 

Chall:   The  1988  articles  mentioned  your  advertising--!  guess  it  was  the 
television  advertising,  something  about,  "This  is  your  doctor." 
These  newspapers  articles  claimed  that  this  had  some  impact  on 
your  growth,  that  it  made  people  feel  a  little  more  confident, 
too. 

Vohs :    It  probably  did.   I  think  it  was  always  hard  to  measure  that.   I 
think  it  had  some  impact,  but  I  saw  the  impact  in  different  ways. 
We  insisted  that  the  advertising  be  of  a  quality  that  matched  my 
view  of  the  organization.   So  we  in  the  Central  Office  retained 
control  over  the  advertising,  because  I  really  didn't  want  to  see 
us  get  into  some  of  the  kinds  of  advertising  that  other 
organizations  had.   I  thought  we  had  a  dignified  campaign  that 
focused  on  showing  our  physicians  as  competent,  caring,  thoughtful, 
individuals.   We  did  surveys  of  our  members  and  non-members  and  we 
found  that  many  had  a  negative  view  of  Kaiser  and  the  quality  of 
our  doctors.   There  was  this  skepticism  about  the  organization  and 
the  quality  of  the  physicians  and  the  quality  of  care.   That's  why 
we  focused  on  showing  our  physicians  and  showing  them  in  a 
positive  light.   We  used  our  physicians  in  the  commercials,  these 
were  not  actors. 

I  think  the  whole  advertising  campaign  probably  had  a  greater 
impact  internally  than  externally.   The  personnel  within  the 
program  really  felt  good  and  proud  because  these  ads  were  well 
done  and  well  received.   I  thought  they  were  very  well  done.   Once 
we'd  started  advertising  and  doing  the  "good  people,  good 
medicine"  theme,  people  commented  positively  on  it,  because  the 
physicians  were  so  impressive.   So,  yes,  it  had  some  impact  in 
terms  of  how  people  viewed  Kaiser  Permanente.   I  don't  think  it 
meant  that  a  lot  of  the  increase  in  membership  was  a  result,  but 
it  certainly  helped  our  image  and  began  to  change  it. 


Planning  for  Growth 

Purchasing  the  French  Hospital 


Chall:   Now,  in  1989--that's  when  you  bought  the  French  Hospital.   Tell  me 
about  buying  the  French  Hospital,  because,  apparently,  according 
the  news  release,  the  people  who  were  imbued  with  the  French 
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Hospital  and  the  French  culture  were  just  so  upset  to  see  it  going 
to  Kaiser.1 

Vohs :    The  French  Hospital  was  one  of  the  very  early  organized  systems. 
It  was  a  prepaid  plan. 

Chall:   The  French  Hospital  itself? 

Vohs:    Yes,  it  was  a  plan.   They  had  members.   It  was  a  kind  of  mini 
Kaiser  and  organized  very  early  on.   The  people  who  had  always 
been  getting  their  care  through  this  system  were  very  upset  about 
losing  it,  but  the  fact  was  the  system  wasn't  making  it.   In  fact, 
they  had  already  sold  the  hospital  to  a  group  of  nuns. 

Chall:   They  couldn't  make  it? 

Vohs:  They  couldn't  make  it.  So  it  was  destined  to  be  closed.  We  came 
in;  we  had  a  need  and  so  we  bought  it.  Then  we  ran  into  a  lot  of 
criticism  and  flak,  typically. 

Chall:   But  it  was  all  in  a  day's  work,  is  that  it? 
Vohs:    All  in  a  day's  work,  yes. 


The  Multi-billion  Dollar  Modernization  Plan  for  Northern 
California 


Chall:   I  see.   Then  there's  this  period  when  you  are  planning  a  major 
modernization  plan  to  spend  $3.6  billion-- 

Vohs :    Yes.   That  was  just  in  the  Northern  California  Region,  though. 

Chall:  Yes.  It  was  to  finance  expansion  and  modernization  over  the  next 
decade  to  accommodate  the  growth  and  would  require  a  raise  in  the 
rates  of  15  percent.2 

Vohs:    Yes. 


'San  Francisco  Chronicle,  June  29,  L989. 

2San  Francisco  Chronicle,  Oakland  Tribune,  July  26,  1989.  Articles 
based  on  press  conference,  led  by  Dr.  David  Lawrence,  Sr.  Vice  President 
and  Northern  California  Regional  Manager. 
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Chall:   What  I've  found  here  is  that  the  press  was  not  critical.   They 
claimed  the  increases  seemed  to  be  needed  and  your  rates  of 
increase  were  still  below  that  of  the  competition. 

Vohs:  Yes. 

Chall:  There  didn't  seem  to  be  any  problem  with  that. 

Vohs:  But  the  next  year,  the  next  year  [1990]. 

Chall:  Aha,  the  next  year? 

Vohs :  A  19  percent  increase. 

Chall:  You  increased  the  rates  19  percent? 

Vohs:    Again,  this  was  only  northern  California,  you  have  to  remember. 

This  was  not  a  program-wide  increase.   It  didn't  reflect  what  was 
going  on  in  the  rest  of  the  program. 

Chall:   Where  things  might  have  not  been  going  quite  as  well? 
Vohs:    No.   Where  we  didn't  raise  rates  nearly  as  high. 

Chall:   Here  we  have  two  articles  that  deal  with  the  growth  for  the  next 
decade--the  3.6  billion--and  I  think  it  was  the  Chronicle  that 
said-- [pause  while  shuffling]  it  was  interesting--!  can't  find  it 
right  now,  but  it  said  that  Kaiser  Permanente  has  won  the 
marketing  battle  for  northern  California. 

Vohs:    Yes. 

Chall:   The  few  ads  that  I  saw  in  the  Chronicle  seemed  to  be  a  little  more 
favorable  to  Kaiser  and  maybe  just  happened  to  be  in  this 
particular  period.   Then,  at  the  same  time,  your  adjusted 
community  rating  plans  were  announced  in--I  think--it  may  have 
been  the  same  article  or  some  place  else.   So,  at  that  time  you 
were  really  making  changes  internally? 

Vohs:    We  raised  rates  in  northern  California  because  of  their  need  for 
the  facilities  as  a  result  of  that  surge  in  membership  growth. 
They  raised  their  rates  substantially.   Of  course,  from  my 
standpoint,  that's  where  we  really  began  to  get  into  trouble, 
because  now  we  went  over  what  the  market  was--the  price.   I  think 
that  was  the  beginning  of  the  real  problems  that  we  encountered. 
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The  Impact  of  the  19  Percent  Rate  Increase 


Chall:   Now,  this  19  percent—were  you  certain  that  that  was  the  rate  that 
was  needed? 

Vohs :    Well,  I_  wasn't  completely  convinced.   But  on  the  basis  of  trying 

to  operate  under  our  decentralized  organization,  in  which  we  tried 
to  give  the  region  a  lot  of  the  decision-making  responsibility  and 
accountability,  I  did  not  intervene.   While  I  disagreed  about  the 
increase,  they—the  region—was  convinced  that  they  needed  to  have 
this  money  because  of  their  need  for  capital  for  facilities,  to 
increase  the  ratio  of  physicians  to  members  and  to  recruit  more 
physicians.   So  the  regional  leaders  were  convinced  that  they 
needed  it.   That  had  a  major  impact  on  what  happened  then,  in  the 
early  nineties,  in  affecting  our  membership  growth. 

Malca,  in  spite  of  how  good  I  think  our  organization  is,  over 
the  years  what  has  attracted  individuals  to  enroll  has  been  the 
price.   While  in  my  view,  they  should  have  been  choosing  Kaiser 
Permanente  because  of  the  group  practice  concept,  the  quality  of 
care,  and  the  integrated  facilities,  it  has  always  been  mostly  on 
the  basis  of  price.   That's  why  people  joined  the  plan.   Now,  they 
stayed  in  the  plan  because  of  the  quality  of  the  services  and 
satisfaction  with  physicians,  but  they  joined  the  plan  because  of 
price.   As  soon  as  our  price  got  above  the  market,  then  we  were  no 
longer  attracting  members  in  the  same  way  as  before. 

Chall:   Now,  you  say  "attracting  members."   That  means  most  of  the  members 
came  in  from  their  employers,  through  employment? 

Vohs:    That's  right.   That's  exactly  right. 

Chall:   So,  given  the  choice--.   I  guess  there  were  different  rates  or 
copayments  or  whatever  it  might  be? 

Vohs:    Yes,  that's  right.   It's  the  sharing  of  the  monthly  charges.   If 
you  have  groups  in  which  the  employee  doesn't  pay  anything,  where 
the  employer  pays  the  entire  monthly  rate  for  the  employee  and 
dependents,  then  price  is  not  a  factor  in  choosing  a  plan.   But  if 
you  have  groups  where  the  monthly  cost  is  shared- -where  the 
employee  pays  a  portion  of  it— that's  where  you  have  problems  when 
there  is  a  significant  rate  increase.   So  we  had  the  problem  of 
our  prices  getting  out  of  line. 

The  competing  health  plan  organizations  were  now  stabilizing, 
consolidating,  and  introducing  new  concepts.   The  combination  all 
hit  in  the  early  nineties.   My  view  is  we  made  ourselves 
vulnerable  and  we  made  the  other  options  more  attractive  because 
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of  price.   It's  amazing.   If  you  follow  the  Federal  Employees 
Health  Benefits  program,  and  track  the  changes  over  time  in  the 
annual  open  enrollment,  how  people  have  moved  from  one  plan  to 
another,  it  is  clear  that  there's  a  price  sensitivity.   It  has 
amazed  me  that  in  medical  care  there  is  such  a  price  sensitivity. 
Because  of  the  importance  of  medical  care  to  our  health  and  our 
lives,  you  would  think  it  would  not  be  so  sensitive,  then,  to  the 
price  of  medical  care,  but  it's  true. 

So  as  soon  as  we  raised  our  rates  signif icantly--we  got  out  of 
line,  and  the  other  health  plans—not  only  were  they  stabilizing 
and  consolidating,  but,  in  addition,  many  found  themselves  in  a 
position  where  they  could  buy  physician  and  hospital  services  on 
the  margin.   They  could  buy  hospital  care  at  a  lower  rate. 
Hospitals  were  willing  to  give  them  discounts.   They  were  able  to 
get  physician  services  at  lower  rates,  because  physicians  were  in 
a  situation  where  they  were  not  generating  the  kind  of  income  they  - 
had  in  the  past.   They  were  willing  to  make  discounts  to  our 
competition.   So  those  plans'  costs  were  dropping,  while  ours  were 
going  up.   We  were  on  a  building  program  that  was  costing  us  a  lot 
of  money  —  adding  to  our  capital  costs.   We  found  ourselves  going 
in  a  different  direction. 

Chall:   And  because  of  your  commitment  to  regional  autonomy,  as  it  were, 
you  allowed--.   Did  you  argue--?   Was  this  at  the  time  when  Dr. 
Lawrence  had  become  regional  manager? 

Vohs :    Yes,  that's  correct.   Well,  at  that  time,  of  course,  Wayne  Moon 
was  my  executive  vice  president,  and  he  was  the  one  dealing 
directly  with  Dr.  Lawrence  on  it,  but  Wayne  certainly  knew  my 
feelings,  and  I'm  sure  Wayne  shared  those.   In  retrospect,  it  was 
a  mistake,  in  my  view,  that  we  went  along  with  the  decision  the 
region  made. 

Chall:   Now,  the  decision  was  based,  apparently,  on  the  need  for  new 
facilities? 

Vohs:    Yes,  and  for  increasing  physician  salaries  and  adding  physicians 
to  improve  the  ratio  of  physicians  to  members. 

Chall:   Did  you  think  that  the  new  facilities  were  needed,  but  that  the 

price  —  the  rate  increase— was  not,  in  terms  of  building  or  that  it 
could  have  been  phased  in  in  a  different  way? 

Vohs:    I  didn't  question  their  need  for  facilities,  but  it  wasn't  just 
added  capital  cost.   There  were  a  lot  of  other  costs  in  there: 
increases  to  physicians'  incomes  and  increases  in  the  ratio  of 
physicians  and  things  of  that  sort.   I  think  that  was  more  than 
was  necessary. 
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Dr.  Sams  was  the  medical  director  at  that  time  for  the 
Northern  California  Region.   He  had  very  strong  views,  and  he  was 
a  very  intimidating  individual. 

Chall:   Well,  you  had  two  strong  people  there  going  for  this,  I  guess, 
because  Dr.  Lawrence  is  not  exactly  a  timid  person  either. 

Vohs :    Well,  you  know,  he  did  go  along  with  this. 

Chall:   Now,  about  that  time--and  certainly  earlier--!  noticed  that  the 
medical--the  media—writing  about  medicine  and  health  care  in 
general  —  the  Journal  of  the  American  Medical  Association  and 
others  —  they  were  very  concerned  about  cost  escalation  and  the 
need  to  contain  it,  so  this  was  all  coming  to  a  head.1   I  guess  it 
did.   Had  you  retired  in  1992  when  there  was  a  10  percent  increase 
and  CALPERS  [California  Public  Employees  Retirement  System]  drew 
the  line,  and  said,  "We're  not  going  to  allow  any  more  members  to 
come  into  Kaiser"? 

Vohs:    It  was  in  1991  that  the  decision  was  made  to  make  Dr.  Lawrence  the 
vice  chairman  and  chief  executive  officer.   I  was  the  chairman  and 
Wayne  Moon  was  named  president  during  1991.   However,  I  had 
stepped  out  of  operations  at  that  point  in  time  and  had  fully 
retired  in  February,  1992. 

Chall:   I  see.   That  must  have  been  a  blow. 

Vohs:    It  was  a  blow.   It  was  a  major  blow. 

Chall:   It  was  what  is  called  "a  wake-up  call"  I  guess. 

Vohs:    Well,  it  was ,  because  during  my  entire  career  with  Kaiser 

Permanente,  medical  costs  were  escalating.   There  was  only  one 
year  that  I  can  remember  when  we  didn't  raise  rates.   That 
eventually  hurt  us  because  we  had  to  almost  double  them  the  next 
year . 

It  was  always  a  challenge  to  contain  and  control  costs.   The 
thing  that  was  attractive  about  Kaiser  was  the  fact  that  we  could 
provide  comprehensive  coverage  at  a  lower  price  than  anybody  else. 
But  in  negotiations  with  major  employers,  when  we  got  down  to  it, 
they  disputed  whatever  our  increases  might  be  because  they  had 
contractual  agreements  with  their  unions  to  provide  "maintenance 
of  benefits."   So  that  whatever  the  price  was,  the  employers  had 


'Nicholas  Davies,  M.D. ,  Louis  H.  Felder,  M.D.,  "Applying  Brakes  to  the 
Runaway  American  Health  Care  System:  A  Proposed  Agenda,"  JAMA,  January  5, 
1990,  Vol.  263,  No.  1,  pp.  73-76. 
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to  pay  for  it.   Well,  employers  could  negotiate  pretty  hard  with 
us  and  so  could  the  unions,  but  we  never,  we  never  ever  backed 
down  on  a  rate  increase  or  reduced  it  because  of  pressure. 
Whenever  we  said,  "This  is  the  amount  of  increase  we  need,"  that 
was  what  we  needed,  and  we  never  modified  it.   We  were  faced  with 
a  serious  situation  with  CALPERS .   It  was  really  a  tough  period 
for  us--for  Wayne  and  for  Dave  Lawrence--at  that  time  to  face 
this,  and  for  southern  California,  because  CALPERS  covered  the 
Southern  California  Region  as  well.   So  Dave  Pockell,  Dave 
Lawrence,  Hugh  Jones,  and  Wayne  Moon  really  had  a  tough  situation 
to  face  there. 


Reaction  to  the  Criticism 


Chall:   Well,  I  guess  that's  when  the  two  articles  in  the  Oakland  Tribune 
were  really  highly  negative.1 

Vohs :    Yes,  that's  right.   And  to  my  view,  you  see,  it  all  started  —  this 
CALPERS  thing—it  all  started  with  that  19  percent  increase.   It 
came  on  top  of  a  15  percent  increase,  and  then  followed  by  a  10 
percent  increase.   This  was  a  time  when  other  plans  weren't  having 
this  level  of  increases. 

Chall:   The  articles  talked  about  the  fact  that  the  CALPERS  really 

couldn't  get  any  data  on  the  medical  groups.   They  figured  that 
they  were  all  making  a  lot  more  money  than  they  should  have,  and 
they  weren't  giving  out  any  information.   Then  they  apparently  did 
a  lot  of  investigation  and  checked  that  the  cost  of  the  management 
was  high,  and  put  all  of  the  top  management  salaries  into  the 
articles  —  talked  about  the  bloated  bureaucracy  and  the  perks  that 
you  all  received.   You  were  chairman  of  the  board— but  this  must 
have  hurt,  wherever  you  sat. 

Vohs:    Well,  yes.   It  was  especially  disturbing  because  the  co-publisher 
of  the  Oakland  Tribune,  Nancy  Maynard,  was  on  our  board  of 
directors.   They— as  sometimes  happens  with  newspaper  articles  — 
they  shared  the  article  with  us  before  they  published  it.   We  took 
great  issue  with  the  contentions  made  in  it,  but  we  were  unable  to 
convince  the  reporter.   In  my  discussions  with  Nancy  Maynard  and 
with  her  husband  Bob  Maynard,  the  other  co-publisher,  their 
position  was  they  didn't  intervene  in  a  reporter's  story,  even 
though  they  might  disagree  and  might  agree  with  me.   They  allowed 
the  article  to  be  published. 


'Rebecca  Smith,  "Kaiser  Inc.,"  The  Oakland  Tribune.  June  28,  1992. 
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To  me,  number  one,  our  salaries  were  not  out  of  line.   At  that 
time,  we  were  about  an  eight  or  nine  billion  dollar  organization 
with  83  thousand  employees—not  counting  doctors.   None  of  us 
would  make  the  list  of  the  hundred  top-paid  people  on  the  annual 
Chronicle  list  of  highest  paid  executives—none  of  us  would  even 
make  the  top  one  hundred.   Because  we  were  a  nonprofit 
organization,  I  deliberately  had  kept  our  salaries  down  and 
controlled  them.   I  really  took  issue  with  that  article.   In 
addition,  we  didn't  have  stock  options;  we  didn't  have  any  of  the 
other  perks  that  publicly  owned  organizations  provide.   The  major 
place  where  executives  pick  up  wealth—is  through  their  stock 
options.   We  didn't  offer  those. 


Vohs: 


Chall: 
Vohs: 


We  were  criticized  for  having  a  formal  program  for  helping  our 
people  when  they  transferred  from  one  region  to  another.   Like 
many  other  companies,  we  would  buy  their  existing  home  and  would 
provide  them  with  additional  payments  to  offset  the  cost  of  a  new 
home,  where  they  were  moving  into  a  higher  cost  area.   Otherwise 
they  wouldn't  move.   To  move  to  California—  and  the  cost  of 
housing  in  California,  if  you  are  moving  from  Cleveland,  for 
instance,  is  an  enormous  increase,  not  only  in  the  cost  of  the 
house,  but  in  terms  of  taxes  and  the  general  cost  of  living. 
California  is  a  very  high  cost  area. 

I  had  no  problem  in  helping  people—when  we  wanted  them  to 
transfer,  when  it  was  to  the  benefit  of  the  organization  for  them 
to  move—  had  no  problem  in  the  things  that  we  did  to  help  offset 
the  increase  in  living  costs.   But  it's  the  kind  of  thing  you  can 
write  about  in  an  inflammatory  way. 

If  you  say  "bloated  bureaucracy,"  that's  a  label  that  the 
reporter  used  to  put  a  critical  slant  on  the  story.   She  had  no 
basis  for  making  a  determination  whether  we  were  a  "bloated 
bureaucracy."   As  a  matter  of  fact,  if  you  compared  the  size  of 
staff  in  our  Central  Office  at  that  time  to  other  companys  ' 
headquarters  staff,  we  might  be  about  10  percent  of  theirs.   There 
was  no  basis  in  fact  for  such  a  reference,  but,  boy,  you  sure  get 
wiped  out  when  a  writer  wants  to  use  that  kind  of  inflammatory 
language. 

So,  you  were  all,  I  guess,  upset  from—  all  of  you? 

Sure.   At  the  same  time,  we  were  somewhat  bureaucratic.   We  were  a 
very  large  organization.   You  get  bureaucratic  as  you  get  to  such 
a  size.   While  we  might  not  have  been  as  slim  and  trim  as  I  would 
have  liked,  we  were  hardly  a  "bloated"  bureaucracy.   As  I've  said 
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to  you  before,  part  of  my  reason  for  retiring  early  was  because  I 
felt  we  needed  to  make  some  changes:  the  kind  of  staffing  we  had, 
the  organization,  the  relationships--!  thought  all  needed  to  be 
reviewed.   We  needed  to  go  through  some  analysis  and  assessment 
and  make  changes.   Times  had  changed  and  it  was  time  to  really 
take  a  hard  look  at  how  we  were  organized  and  how  we  were  staffed 
and  make  some  changes. 

Chall:   Yes,  and  since  you  had  made  the  Central  Office  what  it  was,  in  a 
sense-- 

Vohs:    That's  right. 

Chall:   It  would  be  hard  for  you  to  say,  "This  needs  to  be  changed,  but  I 
don't  know  how  to  do  it."   Or,  "I'm  not  ready  to  do  it." 

Vohs:    Well,  yes,  "I'm  not  ready  to  do  it."   I  mean,  the  organization  was 
in  the  form  that  I  wanted  it,  so  I  felt  that  it  would  really  be 
better  for  somebody  else  to  look  at  it.   But,  of  course,  all  of 
that  was  under  way  when  this  article  came  out.   The  fact  is,  as  I 
understand  it,  the  Central  Office—what  they  call,  now,  the 
Program  Office--is  much,  much  larger  than  when  I  was  there. 


Labor  Problems 

Chall:   Now  let's  move  on.   Let's  go  on  to  labor  problems.   You've  already 
mentioned  them  and  we  have  a  few  articles  in  the  press  about  the 
nurses  strike  (1985).   The  medical  service  workers  who,  at  the 
time  the  article  was  written,  had  already  been  on  strike  for  three 
weeks . 

Vohs:    That  lasted  much,  much  longer. 

Chall:   Yes.   This  article  about  the  medical  service  workers  strike  goes 
into  greater  detail  —  this  is  The  Independent  Journal—on  the 
problems  of  medical  services  all  over  the  state.   Kaiser  wasn't 
alone  in  these  kinds  of  problems.1 

Vchs :    Do  you  know  anything  about  The  Independent  Journal? 

Chall:   Not  very  much. 

Vohs:    I  think  it's  a  labor  paper. 


'Marin  Independent  Journal,  November  18,  1986. 
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Chall:   Oh,  I  see.   Maybe  that's  why. 

Vohs:    Yes.   Well,  I  think  this  was  the  Northern  California  Region.   What 
northern  California  was  trying  to  do  at  that  time  was  to  get  our 
pay  scales  in  line  with  the  other  hospitals  in  the  area.   We  had 
found  that  over  a  period  of  time  we  had  gotten  out  ahead  of  the 
medical  care  field  in  terms  of  what  we  were  paying  for  both  our 
nurses  and  the  job  classifications  below  the  level  of  nurses.   So 
there  was  an  effort  at  this  time  to  take  a  strong  position  to  try 
to  get  us  more  in  line,  for  Kaiser  to  get  more  in  line.   That's 
always  a  difficult  thing  to  accomplish,  to  try  to  achieve  in  a 
negotiation. 

It  took  a  very,  very  long  strike  to  finally  get  it  settled. 
Yes,  it  was  a  very  difficult  time  for  everybody.   It  came  at 
Christmas  time,  and  it  was  very  tough  on  our  employees,  and  it  was 
very  tough  on  management,  keeping  the  facilities  operating.   I've 
never  felt  that  the  leadership  of  the  unions  that  we  deal  with— 
especially  the  Building  Service  Employees  Union--that  they've  ever 
had  really  good  leadership. 

Chall:   And  with  the  nurses,  of  course,  that  remains  a  problem  even  up  to 
today. 

Vohs:    Yes.   Well,  and  we  have  just  gone  through  some  very  difficult 
negotiations,  again,  in  both  northern  California  and  southern 
California—same  kind  of  thing—again,  trying  to  get  back  to 
paying  what  the  community  rates  are  for  labor. 

Chall:   We've  been  talking  about  the  pricing,  the  rates,  in  northern 

California  and  I  guess  some  of  the  things  that  were  happening  in 
southern  California,  too.   What  about  the  other  regions?   Were  you 
going  through  these  same  problems  with  rate  increases  and  labor 
relations--dif f iculty  with  labor  relations  —  in  other  regions? 

Vohs:    Not  as  much  since  the  unions  in  the  other  regions  were  not  as 

strong  or  as  militant.   But  we  were  having  a  lot  more  competition. 
The  regions  were  smaller.   I  think  since  a  lot  of  our  other 
regions  didn't  have  hospitals,  they  didn't  have  the  need  for 
capital  that  we  had  in  northern  and  southern  California, 
especially  when  we  had  that  surge  of  membership  growth.   So  they 
didn't  have  the  same  kind  of  experiences  that  northern  California 
and  southern  California  had.   On  the  other  hand,  because  they  were 
smaller,  they  were  less  of  an  influence  in  the  market  and  they  had 
a  smaller  market  share.   They  had  their  own  problems  of 
competition.   They  really  saw,  earlier  on,  the  need  to  keep  their 
prices  competitive.   They  could  measure  those  quite  closely. 
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Chall:   I  guess  you  and  your  staff  were  on  top  of  that  wherever  you  could 
be. 

Vohs :    Well,  again--. 

Chall:   Of  course,  you  considered  them  autonomous. 

Vohs:    That's  right.   We  tried  to  counsel  management  more  than  direct 

them.   We  did  try  to  counsel  them.   There  were  times  that  we  took 
a  harder  position.   Especially  in  some  of  the  developing  regions 
that  had  never  gotten  into  the  black.   We  made  some  mistakes  in 
getting  those  regions  started  and  it  took  us  a  long  time  to  get 
them  in  the  black  and  operating  and  producing  the  kinds  of 
revenues  that  they  needed  to. 

Chall:   What  kind  of  mistakes?   Can  you  define  a  couple? 

Vohs:    I  think  we  talked  about  them  last  time  a  little,  Malca.   Whenever 
we  expanded  we  had  one  established  region  take  the  responsibility 
for  the  new  one.   As  you  know,  northern  California  did  the  Ohio 
region;  southern  California  Denver.   So  we  did  have  a  pattern. 
The  new  regions  ended  up  doing  things  the  way  they  did  in  their 
sponsoring  region,  and  because  of  the  differences  in  size  and  form 
of  organization,  that  caused  some  problems.   Plus,  we  were  not 
placing  enough  Permanente  Medical  Group  physicians  into  those 
startup  plans  who  could  train  the  new  physicians  in  the  Permanente 
medical  system.   In  addition,  we  were  not  really  experienced  in 
having  to  refer  so  many  of  our  members  to  outside  fee-for-service 
physicians . 

Chall:   I  see,  that  sort  of  mistake.   Yes,  we  did  discuss  this. 


Social  Service  Outreach  Programs 

Chall:   Now,  I  was  impressed  with  the  fact  that  you  set  up  a  training 
program  to  develop  x-ray  technicians.1 

Vohs:    Oh,  yes.   The  effort  was  to  assist  individuals  who  were  having 

difficulties  preparing  themselves  for  work  and  finding  employment, 

Chall:   I  thought  that  was  quite  creative. 

Vohs:    Oh,  we  did  a  lot  of  those  kinds  of  things. 


'Oakland  Tribune,  November  15,  1989. 
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Chall:   I  see. 

Vohs :    We  did  a  lot  of  similar  activities.   Again,  when  I  think  of  Kaiser 
Permanente  as  a  social  institution,  these  are  the  kinds  of  things 
I  point  to.   This  year,  I'm  being  invited  to  Watts  to  celebrate 
the  thirtieth  anniversary  of  a  program  we  started  there  following 
the  Watts  riots--it's  kind  of  a  tutorial  program  for  young 
students.   We  have  a  community  center  there  that  Dr.  Kay  and  I 
started  when  1  was  in  southern  California,  and  it's  still  running, 
and  hundreds  of  people  have  gone  through  that  program.   I'm  as 
proud  of  that  as  anything. 

One  of  the  youngsters  that  went  through  our  tutorial  program 
we  hired  in  the  summer  through  our  summer  youth  employment 
program.   A  program  in  which  we  bring  disadvantaged  kids  in  to 
give  them  summer  jobs.   Anyway,  one  of  them,  after  working  many 
summers  for  us,  and  with  guidance  from  several  of  our  doctors, 
became  a  physician  and  is  in  our  medical  group  now. 

I  could  cite  a  lot  of  other  programs  that  we  do.   When  we 
reached  out  to  do  the  Medicaid  programs,  that  was  because  we 
believed  we  were  part  of  the  social  fabric  of  the  communities  we 
served.   We  had  a  responsibility  to  take  our  share  of  Medicaid 
enrollees  in  the  state.   You  can  find  a  lot  of  these  socially 
responsible  activities  going  on  within  Kaiser  Permanente. 

Chall:   Well,  there  was  an  annual  report  devoted  to  community  service  that 
I  thought  we  would  talk  about  next  time. 

Vohs:    Okay,  that's  good.   So  you  saw  some  of  those? 

Chall:   Yes,  yes,  but  this  one  struck  me  as  being  very  interesting, 
because  it  was  directly  related  to  jobs  that  were  needed  at 
Kaiser--training  x-ray  techs.   And  it  was  a  combination  of--a 
cooperation  among  several  groups. 

Vohs:    It  worked  well  for  both  of  us. 


The  Crime  Factor 


Chall:   Now,  there  was  an  article  in  1985  about  a  claim--this  is  about 
crime,  and  every  now  and  then  there's  something  like  this  in 
almost  every  organization—the  Bank  of  America  —  you  name  it.   This 
got  into  the  paper.   You  may  remember  that. 

Vohs:    Yes.   I  remember  the  case. 
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Chall:   It  must  have  been  a  bit  of  a  shock  because  it  claims  that  two 
former  Kaiser  Permanente  employees  bilked  the  organization  of 
nearly  $500,000.'   That  was  discovered  by  an  audit.   It  is  always 
nice  to  know  that  they  can  find  these  things . 

Vohs :  Actually,  we  got  a  tip.   So  we  sent  auditors  in. 

Chall:  Oh,  you  did?   It  wasn't  just  a  regular  audit? 

Vohs:  No.   I  wish  it  were.   [laughter] 

Chall:  I  see. 

Vohs:    I'd  much  rather  it  would  have  come  in  from  an  audit,  but  we  got  a 
tip  on  it. 

Chall:   It  was  easy  enough  for  them  to  do  this,  apparently? 

Vohs:    Well,  the  system  allowed  it.   We  thought  we  had  a  pretty  tight 
system,  but  the  system  allowed  the  people--.   It  took  some 
collusion.   It  took  more  than  one  person.   Most  of  these  really 
effective  schemes  do  take  several  people. 

Chall:   Yes,  they  do.   At  least,  there  were  three  of  them,  according  to 
the  press,  and  all  of  their  family  members. 

Vohs:    And  then  they  got  all  of  the  family  members  to  fill  out  and  send 
in  these  false  claim  forms.   They  got  away  with  quite  a  bit  of 
money. 

Chall:   There  may  have  been  others  which  didn't  hit  the  press.   I  don't 

even  know  whether  the  incident  with  Karl  Steil  ever  hit  the  press. 

Vohs:    Well,  it  really  wasn't  Karl.   I  mean,  it  was  under  his 

responsibility,  but  it  wasn't  Karl.   It  did  not  hit  the  press. 
The  fellow  who  ran  our  construction  program  was  the  culprit.   We 
have  a  major  construction  department  in  northern  California.   We 
build  most  of  our  own  cabinets  and  furniture,  we  do  a  lot  of  our 
own  remodeling  in  our  medical  centers  and  smaller  expansions  of 
our  clinic  facilities.   We  had  a  good  sized  construction  crew  and 
construction  department. 

There  were  some  funny  things  going  on  there  where  the 
construction  manager  was  using  some  of  our  workers  to  build  a 
house  for  himself  near  Carmel.   The  place  where  Karl  got  involved, 
besides  having  overall  responsibility  for  the  construction 


'San  Jose  Mercury  News,  January  15,  1985. 
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department,  was  that  he  had  some  of  our  workers  do  work  on  his  own 
house,  and  a  couple  of  other  people  did  the  same  kind  of  thing. 

But  again,  Karl  Steil  made  a  great  contribution  to  our 
program.   He  really  did  and  over  a  long  period  of  time.   He  signed 
the  first  contract  with  the  medical  group  in  southern  California 
back  in  1956  after  the  Trefethen  and  the  Tahoe  conference.   It  was 
really  an  important  base  to  start  with.   Unfortunately,  his  style 
of  management  was  fairly  loose. 

As  we  brought  our  external  auditors  in  to  take  a  look  at  what 
was  going  on  in  the  Northern  California  Region's  construction 
department,  they  reported  back  that  the  management  culture  in  the 
region  was  too  loose  and  easy  and  people  felt  free  to  use  company 
resources  and  nothing  would  happen.   So,  to  that  extent  —  because 
it  was  under  Karl's  responsibility  for  the  whole  region--yes,  he 
had  to  take--to  accept  —  some  of  that  responsibility. 

Chall:   And  of  course  he  was  doing  it  himself. 

Vohs :  Yes.  He  made  the  mistake,  but,  see,  that's  what  contributed  to 
it— the  fact  that  he  did  it  made  it  acceptable  for  others  to  do 
these  things. 

Chall:   Did  you  find  that  out  through  a  tip? 

Vohs:    Yes.   Actually,  we  found  it  out  through  the  auditor  in  northern 
California.   We  had  always  told  our  regional  auditors  that  even 
though  they  reported  in  to  the  region  and  whoever  ran  the  region, 
they  also  reported  on  a  dotted  line  up  to  the  Central  Office  and 
to  the  Audit  Committee  of  the  board.   While  our  audit  manager 
didn't  exactly  take  that  path,  he  knew  what  was  going  on  and  he 
felt  he  had  to  report  it,  but  he  didn't  feel  he  could  report  it 
within  his  region.   So  he  reported  it  to  the  Central  Office  human 
resources  manager.   Then  we  looked  into  it.   It  happened  that  when 
he  told  us  about  it,  Karl  Steil  was  away  on  a  long  vacation.   So 
we  began  the  investigation  while  he  was  gone.   By  the  time  he  got 
back,  we  pretty  much  had  all  the  information  that  we  needed. 

Chall:   How  did  you  feel  about  that?   Because  he  was  such  a  long-time 
colleague  of  yours. 

Vohs:    Oh,  it  was  very  hard.   It  was  very  hard.   Karl  and  I  had  a  very, 

very  long  relationship,  and,  of  course,  as  you  know  because  you're 
familiar  with  it,  at  one  time  I  worked  for  Karl. 

Chall:   Yes. 
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Vohs:    So  there  was  always  a  bit  of  awkwardness  in  that  relationship 

because  at  one  time  I  worked  for  him,  and  then  he  worked  for  me. 
We  had  ups  and  downs  in  our  relationship,  and,  at  the  same  time, 
in  many  ways  it  was  very  close.   He'd  been  married  for  some  time 
to  his  second  wife,  but  then  they  decided  that  they  should  be 
married  in  the  church.   He  asked  me  to  stand  up  for  him  during  the 
ceremony.   We  had  been  very  close  but  at  times  we  had  our 
disagreements.   We  had  this  tension  that  worked  between  us.   I 
think  we  always  had  a  respect  for  each  other,  but  his  style  of 
management  and  his  own  personal  lifestyle  was  something  that  was 
far  different  than  mine.   So  when  this  construction  fraud  was 
discovered,  it  was  not  acceptable.   It  was  unfortunate,  but  Karl 
had  to  be  replaced. 

Chall:   Yes,  that  was  a  tough  period,  I'm  sure.   I  have  a  date  here  of 

1985  relating  to  Mr.  Steil,  but  I'm  really  not  sure  whether  that's 
the  right  date. 

Vohs:    I  don't  either.   You  know  those  record  books  I  showed  you?   I 

probably  have  that  noted  in  those  books.   Those  are  the  kinds  of 
notes  that  I  would  make. 

Chall:   Okay,  so,  if  you  have  a  little  time  you  might  check  it. 
Vohs:    Yes. 


Preparing  the  Annual  Report  and  other  Kaiser  Permanente 
Publications 


Chall:   I've  been  impressed  with  the  annual  reports  because  they  are 

substantive  —  they '  re  glossy  and  all  that,  as  annual  reports  are-- 
but  they're  substantive.   You  can  always  find  out  from  them,  not 
only  what's  going  on  in  Kaiser,  but  what  is  going  on  in  the 
medical  field  throughout  the  country  on  a  particular  subject.   How 
are  those  planned? 

Vohs:    Well,  I  guess  in  thinking  back  on  them,  the  one  thing  I  would  say 
is  that  I  always  had  negative  feelings  about  typical  annual 
reports.   Usually  the  chairman's  statement  is  a  rationalization  of 
his  decisions.   The  chairman  may  say,  "We've  made  these  personnel 
changes  in  order  to  bring  in  fresh  ideas  —  so  we  brought  in  some 
younger ... .Or  we've  brought  in  some  older  people  to  stabilize  our 
management."   I  mean,  whatever  they  did,  they  tried  to  justify 
their  actions  in  their  annual  report. 

Chall:   It's  always  great. 
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Vohs :    Yes.   Mostly  it's  a  lot  of  self-serving  fluff.   I  never  wanted  us 
to  have  that  type  of  report.   If  we  were  going  to  have  annual 
reports,  we  wanted  them  to  be  substantive  and  provide  information 
that  people  really  would  want  to  read.   A  lot  of  it,  of  course, 
was  about  ourselves,  and  it's  probably  self-serving  in  a  way,  but 
we  tried  to  do  it  in  a  way  that  was  objective.   It  wasn't 
hyperbole.   We  had  a  special  committee  to  oversee  the  preparation 
of  the  report.   We  would  have  a  writer  draft  it,  then  we  would 
meet  as  a  committee  to  edit  the  draft.   It  was  a  large  committee, 
and  it  was—writing  it  by  committee--it  was  painful.   It  took  us 
forever  to  get  it  done,  but  when  we  got  it  done,  it  was  usually 
quite  good. 

Chall:   And  the  committee  was  a  Central  Office  committee? 

Vohs:    Central  Office  committee:  Bob  Erickson  and  myself,  Jerry  Phelan, 

Walt  Palmer,  Susan  Forth.   I  mean,  we  brought  our  top  people  in  to 
be  the  editorial  committee. 

Chall:  Wow!   My  goodness! 

Vohs:  Oh,  it  was  painful.   [laughter] 

Chall:  I  can  see  it  would  have  been. 

Vohs:  You  never  should  do  it  that  way. 

Chall:  No,  but  all  those  years  that's  how  you  were  doing  it? 

Vohs:  Yes. 

Chall:  Starting  with  the  committee  deciding  what  the  theme  would  be? 

Vohs:    Well,  the  early  years  we  didn't  do  that.   It  was  only  from  '71  on, 
when  I  moved  into  the  Central  Office  —  that  we  did  it  by  committee. 

Chall:   Well,  that's  twenty  years. 
Vohs:    [laughs]  Yes,  it  was. 

Chall:   That's  a  long  time.   And  every  time  it  came  up,  I  guess  you 
thought,  "Oh,  I  have  got  to  go  through  this  again." 

Vohs:    Yes.   Nobody  liked  it,  but  we  all  at  least  felt  good  about  the 
product.   You  really  stumbled  onto  something.   [laughter]   But 
you're  right.   You've  seen  it,  and  I  think  the  product  speaks  for 
itself.   It  was  a  good  product. 
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Chall:   I  just  wondered  how  it  came  about.   I  get  annual  reports,  too, 
from  businesses,  and  they  are  different. 

Vohs:    I  just  never  wanted  ours  to  be  that  way.   We  got  calls  for  our 

annual  reports.   There  were  libraries,  people  in  the  health  care 
field  requesting  copies.   It  was  a  mixed  audience.   We  don't  have 
shareholders,  so  it  was  a  mixed  audience  of  people  that  we  were 
sending  them  to.   That  was  always  a  problem:  a,  "Who  are  we 
writing  this  for?"  kind  of  a  question. 

Chall:   Yes.   You  were  writing  them  for  your  physicians? 

Vohs:    We  were  writing  for  our  employees  and  our  physicians;  we  were 

writing  for  sophisticated  people  in  health  care;  we  were  writing 
for  the  members  in  the  sense  of  the  large  groups  and  the 
sophisticated  people  who  we  were  contracting  with,  who  represented 
large  groups;  our  unions  and  for  key  people  in  government.   So  it 
was  a  very  broad  range  of  people  that  we  were  really  writing  for. 

Chall:   I  think  they  have  an  historical  validity.   Then,  also,  there  was 
the  journal  called  Planning  for  Health,  which  I  think  goes  out  to 
all  of  the  members. 

Vohs:    Those  are  individually  prepared  by  each  region. 
Chall:   And  those  are  also  full  of  interesting  information. 

Vohs:    Well,  you  know,  when  I  was  a  regional  manager  in  southern 

California,  I  had  a  survey  done  of  the  readership  of  Planning  for 
Health.  We  sent  it  out  to  members  of  the  plan  and  discovered  few 
people  were  reading  it. 

So  we  took  a  look  at  it  and  decided  something  was  wrong.   What 
we  found  was  we  were  lecturing  our  members  through  the 
publication,  telling  them  to  do  this,  don't  do  that;  if  you  want 
this,  do  it  this  way. 

In  another  survey  of  our  members  we  found  that  33  percent  of 
the  people  who  had  dropped  out  of  our  plan  in  one  year  had  never 
used  our  services.   That  told  us  a  lot.   That  told  us  we  were 
losing  members  who  had  no  contact  with  us.   The  only  contact  or 
connection  they  had  with  us  was  probably  through  Planning  for 
Health.   It  also  told  us  we  were  losing  healthy  members,  because 
they  weren't  using  any  services.   I  decided  if  we're  going  to  be 
communicating  with  members,  we  ought  to  have  a  communication  that 
appeals  to  them,  that  somehow  gives  them  a  good  flavor  and  feeling 
about  Kaiser  Permanente,  and  that  doesn't  lecture  to  them.   Now  we 
can  slide  some  messages  in  about  how  best  to  use  the  plan.   But 
the  basic  idea  of  Planning  for  Health  should  be  one  that  is 
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appealing,  that  members  want  to  read  and  will  give  them  a  good 
feeling  about  Kaiser  Permanente. 

Chall:   Yes,  it  gets  better  over  the  years. 

Vohs :    Well,  we  hired  a  wonderful  woman  in  southern  California  to  do  the 
writing,  and  we  tried  to  feature  articles  on  various  medical 
conditions  and  diseases.   She  spent  a  lot  of  time  with  our 
physicians.   There's  some  really  good  articles.   In  many  ways,  it 
was  a  predecessor  to  all  of  these  health  bulletins  that  are  so 
popular  now.   You  know,  like  the  University  of  California  health 
letter-- 

Chall:   The  Wellness  Letter. 

Vohs:    The  Wellness  Letter  and  others  like  it.   There's  a  lot  in  our 

Planning  for  Health  that  is  very  similar  to  those  publications. 
Probably,  we  missed  a  chance  to  have  even  a  broader  market, 
because  now  there  are  quite  a  few  health  letters,  they're  very 
widespread . 

Chall:   Yes,  they  are.   There's  another  Kaiser  publication  that  I've  run 
across  called  The  Reporter.   I  don't  know  where  that  went. 

Vohs:    That  was  an  internal  one  for  employees,  for  one  region. 

Chall:   Oh,  yes,  and  I  think  that's  changed  again,  that  something  else  is 
coming  out. 

Vohs:    Yes. 

Chall:   Planning  for  Health  received  an  award  in  199L,  because  of  the  kind 
of  writing  and  the  type  of  material  that  it  had.   That  was 
featured  in  the  business  section  of  the  Oakland  Tribune  [6/3/91]. 

Vohs:    Oh! 

Chall:   I  think  a  time  or  two  ago  we  talked  about  advertising,  and  I  told 
you  about  this  one  with  all  the  names  on  it,  and  you  said  you'd 
like  to  see  it.   Is  that  a  list  of  the  Northern  California 
Region's  physicians?1 

Vohs:    Yes. 

Chall:   There  are  so  many  names. 


"'A  Thousand  Thanks:  The  People  of  Kaiser  Permanente,"  San  Francisco 
Chronicle ,  January  3,  1986. 
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Vohs :    No,  it's  also  nurses,  physicians,  LVNs,  technicians,  et  cetera. 
Chall:   In  northern  California? 

Vohs:    Yes.   I'm  impressed  by  all  the  press  articles  you  have  over  a 
period  of  time. 

Chall:   We  collect,  we  save. 

Vohs:    I'm  not  sure  whether  I  told  you  the  story  of  how  we  went  to  the 
"Good  People,  Good  Medicine"  advertising  theme  and  using  our 
physicians.   We  surveyed  focus  groups  and  discovered  that  there 
were  a  lot  of  questions  about  the  quality  of  the  physicians  that 
joined  Kaiser  Permanente.   In  the  early  years,  especially,  the 
medical  society  raised  questions  about  why  a  good  physician  would 
join  a  prepaid  plan.   One  of  the  fellows  from  the  advertising 
agency  interviewed  our  physicians  to  get  some  background  and  get  a 
sense  of  them.   After  he'd  met  with  them,  he  was  so  impressed  with 
them  he  joined  the  plan.   [laughter]   So  he  was  our  first  enrollee 
as  a  result  of  getting  a  flavor  of  the  kind  of  physicians  that  we 
have . 


Philosophy  Behind  Recruiting  and  Serving  Health  Plan  Members 


Chall:   Here's  a  brochure  regarding  individual  coverage.   There's  no  date 
on  it,  but  I  thought  it  might  be  1990  to  1992. 


Vohs:    We  put  this  as  an  insert  into  Sunday  papers.   Yes,  it  was  an 
effort  to  promote  individual  membership. 

Chall:   In  this  case,  they  were  to  fill  out  a  little  coupon. 
Vohs:    Yes,  and  send  it  to  the  PAC  Agency. 
Chall:   Tell  me  about  that. 

Vohs:    I  don't  know.   I  can't  tell  you  much  about  the  agency.   In 

northern  California,  we  had  not  used  brokers  to  sell  our  program. 
That  was  an  important  principle  of  Kaiser  Permanente- -to  not  use 
brokers.   We  never  did  until  recently,  and  now  Kaiser  is  using 
brokers  in  several  regions. 

Chall:   Now  what  do  you  mean  by  that?   Explain  using  brokers. 
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Vohs :    Well,  most  health  insurance  is  sold  through  insurance  brokers. 
Brokers  represent  a  variety  of  insurers,  especially  indemnity 
plans,  Blue  Cross/Blue  Shield  plans,  PPOs,  most  for-profit  HMOs, 
et  cetera,  and  serve  as  the  link  between  the  group  (employers, 
unions)  and  the  health  benefit  carrier. 

Chall:   Oh,  yes.   1  understand  what  you  mean  now. 

Vohs:    We  never  used  brokers.   Many  people  feel  we  could  have  grown 

faster  had  we  used  brokers,  because  they  are  influential  with  a 
lot  of  employer  organizations.   That's  how  most  organizations  buy 
their  insurance.   But  we  never  saw  ourselves  as  an  insurance 
company,  number  one.   We  also  felt--and  I  especially  felt--that 
brokers  really  didn't  understand  how  Kaiser  Permanente  worked.   I 
was  concerned  about  how  they  might  describe  what  we  do,  how  we  do 
it,  what  we  cover  and  what  we  don't  cover. 

Brokers  receive  a  commission  for  making  a  sale.   I  didn't  see 
the  value  in  that.   It  just  meant  our  members  would  have  to  pay  a 
little  bit  more  if  we  went  through  brokers.   It  was  a  policy 
decision  that  was  made  long  before  I  ever  was  in  a  position  to 
make  it.   I  just  maintained  the  decision  because  I  never  believed 
that  it  was  the  appropriate  way  to  sell  our  program. 

Chall:   So  you  had  people  who  would  go  out--Health  Plan  people—would  go 
out  and  seek  members? 

Vohs:    Yes,  and  for  many,  many  years,  Malca,  it  was  our  policy  not  to 

call  on  a  potential  group  unless  they  called  us  first.   We  didn't 
do  any  cold  calling  or  knocking  on  doors.   We  adopted  that  policy 
in  response  to  the  opposition  of  organized  medicine.   We  were  able 
to  say  that  we  were  not  out  selling  our  program,  not  making 
unsolicited  calls  to  sell  it.   We  would  only  sell  it  to  those  who 
came  to  us.   Over  time,  that  policy  got  washed  out.   When  I  was 
Health  Plan  manager  in  southern  California  in  the  sixties,  I  had 
two  sales  representatives  working  for  me,  that  was  all,  and  yet  we 
had  the  greatest  growth  in  our  history.   Now,  southern  California 
probably  has  forty,  fifty  marketing  reps. 

Chall:   You  mean--? 

Vohs:    Representatives. 

Chall:   Representatives  going  out,  seeking--? 

Vohs:    Selling  and  servicing  the  groups.   They  do  both.   Once  a  group  has 
signed  on,  then  they're  the  contact  for  that  group. 

Chall:   That  may  be  an  important  aspect  of  the  business,  today. 
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Vohs :    It  certainly  is.   I  don't  disagree.   We  had  been  building  our 
marketing  staffs  before  I  left,  too.   They  have  been  increased 
more  since  I  left. 

Chall:   Keeping  groups  happy--and  understanding. 

Vohs:    That's  right.   I  mean,  keeping  a  good  relationship  and  getting  the 
group's  questions  answered.   People  who  gain  their  health  coverage 
through  their  employer  hold  their  employer  somewhat  responsible  if 
they  have  problems.   When  they  have  a  problem  they  go  to  the 
employer  and  say,  "Look,  this  happened  to  me.   I  got  turned  down 
for  this  or  that."   The  employers  get  involved  whether  they  want 
to  or  not.   So,  yes,  absolutely,  it  makes  sense  to  have  more  well 
trained  representatives  dealing  with  our  groups. 

Chall:   And  the  employer  probably  has  a  couple  of  people  on  his  staff. 

Vohs:    But  we  also  had  what  we  call  a  membership  service  department  and 
membership  service  representatives.   They  perform  the  function  of 
assisting  members  if  they  have  service  problems.   They  are  the 
people  members  turned  to  to  get  their  problems  solved.   We  have 
large  staffs  of  membership  service  representatives  located  in  all 
of  our  larger  medical  offices  and  medical  centers. 

Chall:   1  see.   Well,  I  think  that's  it  for  today. 
Vohs:    Okay. 
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VIII   THE  CENTRAL  OFFICE,  1971-1992  (CONTINUED):  PLANNING  FOR  AND 
ACHIEVING  RETIREMENT 


[Interview  7:  October  15,  1997] 


Management  and  Leadership:  Theory  and  Practice 


Chall:  I  don't  very  often  get  a  chance  to  talk  to  somebody  who  has  been 
in  the  top  management  role,  that's  why  I'm  picking  on  you  today. 
[ laughter] 

So  could  you  tell  me  how  you  saw  yourself  as  a  manager  and/or 
leader? 

Vohs :    Sure.   Well,  I  felt  I  really  performed  in  both  roles,  as  a  manager 
and  a  leader.   I  think  there  is  clearly  a  distinction.   There  are 
managers  who  are  very  good  managers  but  are  not  necessarily 
leaders.   I  think  leadership  means  something  broader  than 
managing.   I  hate  to  use  the  kind  of  trite  phrases  like  having  a 
vision  and  moving  people  toward  that  vision.   In  my  case, 
especially  with  Kaiser  Permanente,  I  so  believed  in  the 
organization,  its  purposes  and  how  it  operated  that  I  felt  like  I 
was  on  a  mission.   But  all  of  the  key  executives  and  physician 
leaders  felt  that  way.   It  wasn't  just  restricted  to  me.   I  think 
we  all  had  what  we  called  missionary  zeal.   We  believed  in  the 
organization,  we  wanted  to  see  it  grow,  and  we  wanted  to  see  other 
organizations  emulate  our  form.   We  wanted  to  bring  something 
really  important  and  different  to  the  organization  of  medical  care 
services  in  the  United  States. 

I  believed  that  I  had  a  responsibility  as  a  leader  of  the 
organization  to  maintain  its  principles  and  to  carry  it  forward-- 
for  our  organization  as  well  as  for  other  similar  health  care 
organizations.   One  of  the  reasons  that  we  went  into  the 
arrangement  with  Prudential  was  to  encourage  a  major,  highly 
visible  organization  like  Prudential  to  move  into  the  prepaid 
group  practice  form  of  health  care  delivery. 
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I  was  a  leader  within  the  organization  in  terms  of  guiding  it, 
leading  it,  not  by  myself,  there  were  other  leaders.   But  that  was 
part  of  my  responsibility  and  that's  how  I  saw  my  role. 

There  is  a  difference  between  management  and  leadership. 
There  are  a  lot  of  ways  of  differentiating  management  from 
leadership. 

Chall:   I'm  sure  there  are.   So  you  considered  yourself  in  both  roles. 

There  are  some  with  whom  I  talked  who  thought  that  you  considered 
yourself  a  steward,  maintaining  the  strength  of  the  organization 
and  not  permitting  it  to  unravel. 

Vohs :    I  think  that's  true.   Again,  that  wasn't  a  role  restricted  just  to 
me;  I  mean,  it  applied  to  many  of  us.   There  were  a  lot  of  leaders 
in  the  organization.   We  had  wonderful  medical  leaders,  people 
whose  career  was  medicine,  who  saw  in  this  form  of  organization 
all  its  very  wonderful  qualities.   They  were  leaders  in  the 
medical  field,  too.   And  others—key  people  in  the  organization 
were  leaders,  as  well. 

I  think  many  of  us  viewed  ourselves  as  stewards.   I  always 
tried  to  pass  that  feeling  along  to  the  board  of  directors,  that 
we  were  all  stewards.   I  mean,  Kaiser  is  a  nonprofit  organization, 
so  there  was  no  "ownership"  in  the  usual  sense,  except  the  members 
were.   Members  were  entrusting  us  with  their  money  for  us  to 
provide  quality  medical  care  in  return.   It  was  a  very  important, 
very  vital  product  that  we  were  responsible  for,  lifesaving  in 
many  cases.   So  we  were  stewards  for  our  members.   We  had  to  be 
responsive  to  the  trust  that  members  were  placing  in  us. 

Chall:   Now,  about  your  management  style:  how  did  you  make  decisions?   You 
know,  you  told  me  that  managing  in  Kaiser  Permanente  was  like 
herding  cats.   [laughter]   I  sent  you  some  material  that  describes 
analytical,  integrated,  and  intuitive  management  styles.   Which 
did  you  feel  that  you  followed? 

Vohs:    Well,  I  read  the  material  you  sent  me.1   I  think  my  own  view  is 

that  most  managers  and  leaders  don't  use  just  one  style.   There  is 
a  use  of  all  three  [analytical,  intuitive,  and  integrated].   My 
style  was  integrated  to  some  degree,  but  it  was  integrated  in 
different  proportions.   There  is  no  one  who  makes  all  decisions  on 
an  intuitive  basis  and  doesn't  use  analytical  tools.   And  I  think 
that  even  those  who  are  the  most  analytically  minded  use  some 


'Weston  H.  Agor,  Ph.D.   Intuitive  Management:  Integrating  Left  and 
Right  Brain  Management  Skills  (New  Jersey:  Prentice  Hall,  Inc.,  1984),  pp. 
1-14. 
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intuition.   It  works  its  way  into  how  they  read  the  numbers  or  how 
they  see  the  numbers. 


Kaiser  Pennanente  Requires  a  Certain  Management  Style 


Vohs:    I  think  I  was  a  balance  between  the  analytical  and  the  intuitive. 
I  think  I  adapted  my  style  of  management  to  the  Kaiser  Permanente 
form  of  organization.   If  I  had  been  in  a  different  organization, 
I  might  have  managed  differently.   But  the  Kaiser  Permanente 
organization,  because  it  is  a  partnership  with  the  physicians 
groups,  isn't  like  a  monolithic  organization  where  there  is  one 
person  at  the  very  top  of  the  organization  who  is  going  to 
establish  his  own  broad  vision  and  make  and  impose  his  decisions. 

Kaiser  Permanente  was  a  true  partnership,  and  in  a  partnership 
there  is  a  lot  of  give  and  take.   There  are  a  lot  of  different 
views,  especially  where  there  are  different  cultures  —  a  business 
culture  and  a  medical  culture  —  that  must  come  together.   There  can 
be  radically  different  views,  but  they  have  to  be  rationalized  in 
some  way.   It  was  clear  in  Kaiser  Permanente. 

Of  course,  I  was  so  committed  to  the  partnership  concept  and 
the  importance  of  the  partnership  that  all  key  decisions  had  to  go 
through  a  process  where  we  came  to  a  decision  together.   It  wasn't 
a  matter  of  my  being  in  a  position  to  make  all  the  decisions. 
That  was  one  part  of  it.   In  another  organization,  without  a 
partner,  I  might  have  behaved  and  managed  differently.   I  still 
would  have  used  a  participatory  management  style. 

The  agreement  that  came  out  of  the  Tahoe  conference  with  Mr. 
Trefethen  and  Mr.  Kaiser  and  the  physician  leaders  was  that  we 
would  have  regional  autonomy.   Each  region  would  have  a  high 
degree  of  independence  to  make  decisions.   Because  I  believed  in 
regional  autonomy  that  fit  a  more  participatory  management  style. 
But  among  my  staff,  also,  I  was  really  open  to  them  and  relied  on 
their  advice  and  their  counsel  and  had  them  participate  in  major 
decisions . 

Bob  Erickson,  who  was  our  chief  legal  counsel  for  most  of  the 
time  when  I  was  the  CEO,  was  involved  in  almost  every  major 
decision  I  ever  made,  and  so  was  Art  Weissman,  when  he  was  alive. 
I  mean,  they  were  critical  to  me  in  terms  of  their  input  and  their 
participation  in  decisions  as  we  looked  at  significant  issues, 
policies,  and  strategies.   I  believe  I  was  flexible  enough  to 
adapt  myself  to  what  I  saw  was  the  management  style  necessary  for 
managing  a  large,  complex  organization  like  Kaiser  Permanente. 
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Chall:   Mr.  Wagster  has  said  that  you  were  highly  analytical.   I  don't 
know  whether  that  means  your  analytical  side  was  a  little  bit 
stronger  than  the  intuitive  side.   How  do  you  think  of  that?1 

Vohs :    It  would  be  hard  for  me  to  say.   I  would  say  it  was  more  of  a 

balance.   It  was  both.   It  might  have  leaned  a  little  bit  more  on 
the  analytical  side;  it  depended  on  the  area  of  decision.   For 
instance,  the  selection  of  personnel  for  key  positions  might  have 
been  more  intuitive. 

Chall:   Ah,  yes. 

Vohs:   When  I  was  selecting  personnel  for  key  positions,  I  wanted  to  be 
sure  to  have  individuals  who  I  believed  had  integrity  and  the 
belief  in  the  mission  of  the  organization  and  who  would  carry  that 
out.   Sometimes  that's  more  of  an  emotional  sense  that  you  get 
from  people.   But  when  you've  been  in  a  career  for  forty  years  and 
you've  hired  and  promoted  and  selected  a  lot  of  people,  you  gain 
some  expertise.   You're  not  always  right  in  your  choices,  but  over 
time  you  should  have  a  pretty  good  batting  average.   You  can 
interview  somebody  with  an  extraordinary  background  that  seems 
like  a  perfect  fit  for  a  job,  hire  them  and  not  have  them  work 
out.   I've  had  others  with  a  different  kind  of  background  that  you 
might  not  think  would  fit  into  a  certain  position  but  did.   Maybe 
in  the  personnel  area  —  and  there  may  be  other  areas,  too  —  you  use 
more  intuition  than  you  do  an  analytical  method. 


Patience  and  the  Role  of  Leadership  in  Expanding  to  Twelve 
Regions 


Chall:   Now  when,  as  you  said,  management  was  like  herding  cats,  what 
aspect  of  leadership  would  that  require? 

Vohs:    Well,  leadership  and  patience  and  a  willingness  to  listen  to  the 
views  of  others  and  not  believe  that  every  decision  you  make  is 
necessarily  the  right  one.   I've  learned  that  a  lot  of  the 
decisions  that  I  might  have  made  without  input  from  some  of  our 
partners  would  not  have  been  the  best  ones. 

Chall:   I  see. 


'Tape  of  interview  with  Dan  Wagster  is  available  in  The  Bancroft 
Library  as  supplementary  material  to  the  James  Vohs  oral  history. 
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Vohs :    We  made  better  decisions  out  of  joint  decision  making,  and  I  think 

our  physician  partners  learned  the  same  thing.  You  know  that  when 

I  say  that  I  was  committed  to  the  partnership,  that  it  was  the 
partnership  with  the  physician  groups? 

Chall:   Yes. 

Vohs:    I  mean,  there  were  twelve  separate,  independent  physician  groups. 
They  weren't  all  the  same,  and  they  often  held  differing  views. 
You  just  had  to  be  patient  to  work  problems  through,  and  I  was 
able  to  do  that. 

We  got  to  twelve  regions  because  I  felt  it  was  important,  once 
we  had  expanded  to  Colorado  and  Ohio,  that  it  was  important  to 
expand  beyond  that  to  other  geographic  regions  of  the  country.   A 
lot  of  the  aficionados  in  the  health  care  field  said  we  were  a 
West  Coast  anomaly,  that  our  plan  might  work  on  the  West  Coast  but 
it  wouldn't  work  other  places.   So,  by  going  to  Colorado  and  Ohio,"' 
we  had  taken  on  that  kind  of  challenge. 

But  I  didn't  think  that  that  was  enough.   I  felt  it  was 
important  that  we  expand  beyond  that  and  be  seen  as  a  national 
organization,  even  if  we  weren't  in  every  major  city  and  every 
state  in  the  United  States.   When  we  expanded  to  Washington,  D.C. 
and  to  Hartford,  people  then  began  to  look  at  us  more  as  a 
national  organization.   Following  that  expansion  we  had  a  strategy 
to  open  regions  in  the  South;  in  Atlanta  and  in  North  Carolina. 
It  would  add  to  the  view  of  us  as  a  national  organization. 

That  was  important  for  a  lot  of  reasons.   It  was  important  to 
our  own  employees  and  physicians.   They  felt  better  about  the 
organization,  there  was  more  focus  on  us  and  more  written  about 
us.   They  felt  they  were  part  of  a  nationally  recognized 
organization. 

But  to  get  back  to  the  point,  it  was  my  view  that  we  should 
expand  geographically,  but  not  everybody  in  the  organization 
agreed.   So  I  had  to  take  my  time  and  make  use  of  opportunities  to 
expand  as  they  came  up.   We  went  to  Hartford  when  the  insurance 
commissioner  in  Hartford,  Connecticut  called  me  and  said,  "There 
is  a  plan  here  in  trouble.   Would  you  be  interested  in  coming  in 
and  taking  over?"   I  used  that  as  an  opportunity. 

In  Washington,  D.C. --and  I  think  we  talked  about  that. 
Chall:   Yes,  we  did. 
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Vohs :    Same  kind  of  thing.   I  waited  for  the  opportunity.   Now,  I  also 
tried  to  get  us  into  Chicago.   For  a  lot  of  reasons  it  didn't 
work,  and  some  of  those  reasons  were  my  own  fault. 

Not  everybody  really  relished  the  idea  of  going  to  Texas  with 
Prudential,  but  I  was  able  to  persuade  them.   There  were  other 
opportunities  that  didn't  work  out,  but  I  had  a  goal  to  expand. 
We  achieved  it  over  time,  but  it  took  years. 

Now,  if  we  were  organized  differently,  if  we  didn't  have  the 
partnership  with  the  medical  groups,  we  might  have  expanded  faster 
and  sooner  and  probably  to  a  lot  more  areas. 

Chall:   Do  you  regret  not  moving  faster  and  to  more  areas? 

Vohs:    Oh,  sure.   I  regret  most  of  all  missing  the  opportunity  to  go  to 
Chicago.   I  mean,  we  came  so  close.   We  practically  had  an 
agreement  to  take  over  a  plan  in  Chicago,  and  at  the  last  minute 
it  came  apart.   I  think  had  I  been  more  aggressive  and  gutsy,  we 
could  have  made  the  deal.   I  think  that  would  have  been  important. 

Chall:   That  was  the  decision  whether  it  should  be  Chicago  or  Washington 
at  that  time?1 

Vohs:    Well,  partly,  but  this  was  after  Washington,  D.C.   The  opportunity 
for  Chicago  came  up  again. 

Chall:   Oh,  it  did? 

Vohs:    Yes.   We  got  very,  very  close.   And  as  I  say,  I  think  it  was  my 

own  responsibility  that  caused  it  to  fail.   The  other  organization 
backed  out  at  the  last  minute. 

I  haven't  sat  down  and  thought  about  other  opportunities  we 
might  have  had. 

One  of  the  reasons  that  we  went  to  Atlanta,  Georgia,  in 
addition  to  Raleigh-Durham  was  that  while  I  was  intent  on  going  to 
Raleigh-Durham,  one  of  the  physician  leaders  insisted  we  go  to 
Atlanta,  and  so  we  compromised  by  expanding  to  both  cities.   I 
wasn't  particularly  against  going  to  Atlanta,  and  if  my  agreeing 
to  that  got  us  to  Raleigh-Durham,  that  was  fine. 

Chall:   Was  that  the  same  kind  of  problem  that  prevented  you  from  going  to 
Chicago? 


'See  interview  with  Scott  Fleming  in  the  Kaiser  series. 
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Vohs:  No.  I  had  the  backing  of  the  medical  groups,  it  came  down  to 
working  out  the  details  of  the  arrangement,  and  I  think  I  was 
short-sighted. 

Chall:   With  the  Chicago  people? 
Vohs:    With  the  Chicago  people. 

Chall:   Was  that  the  same  problem  that  occurred  with  HIP  in  New  York  when 
they  backed  away? 

Vohs:    No.   Frankly,  I  think  the  problem  with  HIP--   Because,  again,  we 
had  worked  out  the  arrangement  with  the  management,  and  the 
management  was  prepared  to  go  ahead  but  couldn't  get  board 
approval.   I  think  the  reason  they  couldn't  get  board  approval-- 
and  this  is  being  very  candid  for  this  interview—is  that  there 
were  a  number  of  union  leaders  on  the  board  of  directors  of  HIP. 
HIP  was  started  by  Mayor  Fiorello  La  Guardia,  a  politician,  and 
when  he  set  it  up  he  wanted  the  support  of  the  unions,  so  he  put 
some  key  union  leaders  on  the  board.   I  think  the  union  members  of 
the  board  didn't  want  to  give  up  their  power  over  the  plan,  so 
they  would  not  go  along  with  management's  recommendations. 

Chall:   Interesting,  the  problems. 

Vohs:    By  the  way,  I  think  merging  with  HIP  would  have  been  a  very 
challenging  task. 

Chall:   Oh,  I'm  sure. 

Vohs:    Very  challenging.   I  think  we  could  have  done  it,  but  it  would  not 
have  been  easy.   New  York  is  not  easy,  and  the  way  that  HIP  was 
organized  —  it  was  going  to  be  tough. 

Chall:   Yes,  I  guess  it  would.   Scott  Fleming,  in  his  oral  history, 

referred  only  to  the  1980  decision  not  to  go  to  Chicago.   Would 
you  care  to  discuss  the  later  plan  and  what  occurred? 

Vohs:1   As  Scott  Fleming  pointed  out  in  his  oral  history,  in  the  spring  of 
1980  we  were  approached  by  the  medical  director  of  the  Northcare 
Plan  in  Chicago  to  discuss  a  possible  merger  with  Kaiser 
Permanente.   It  was  during  that  same  period  of  time  that 
Georgetown  University  Community  Health  Plan,  GUCHP,  in  Washington, 
D.C.,  was  having  serious  financial  problems.   In  fact,  Dr. 
McNulty,  president  of  GUCHP,  had  called  me  and  asked  for  some 


'The  following  paragraphs  were  added  by  Mr.  Vohs  in  response  to  Mrs. 
Chall 's  written-in  question  regarding  Chicago. 
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management  assistance.   We  responded  by  sending  several  of  our 
managers  there  as  consultants  to  try  to  be  of  help.   As  a  result, 
we  became  intimately  familiar  with  their  plan,  its  financial 
problems,  its  strengths  and  its  weaknesses.   We  were  convinced 
that  on  their  own  the  managers  of  GUCHP  would  not  be  capable  of 
successfully  solving  their  problems.   We  felt  that  eventually 
McNulty  would  request  us  to  take  over  his  plan. 

It  was  that  knowledge  of  GUCHP  and  our  primary  interest  in 
operating  a  successful  plan  in  Washington,  D.C.,  to  demonstrate  to 
the  federal  government --the  administration  and  both  legislative 
branches  —  the  essential  values  of  prepaid  group  practice  that 
caused  us  to  reject  Northcare's  offer  of  merger. 

Several  of  us  on  the  Central  Office  staff  believed  that  if  we 
made  a  commitment  to  go  to  Chicago  we  would  have  a  difficult,  if 
not  impossible,  task  of  getting  our  medical  group's  agreement  to 
also  take  on  a  financially  troubled  plan  in  Washington,  D.C. 
Reluctantly,  we  passed  on  a  very  real  opportunity  to  establish 
ourselves  in  Chicago. 

Then  in  1984,  at  the  same  time  that  I  was  negotiating  with  Bob 
Biblo,  president  of  HIP  [Health  Insurance  Plan  of  Greater  New 
York]  about  a  merger  with  his  organization,  another  opportunity 
presented  itself  for  Kaiser  to  go  to  Chicago. 

Joe  Axelrod,  administrator  of  the  Michael  Reese  Hospital,  the 
teaching  hospital  for  the  University  of  Chicago  Medical  School, 
contacted  his  old  friend,  Avram  Yedidia,  to  inquire  if  there  might 
be  any  interest  on  Kaiser  Permanente ' s  part  to  merge  with  the 
Michael  Reese  Health  Plan.   While  the  plan  was  not  in  financial 
difficulty,  competition  was  increasing,  capital  was  not  available 
for  accelerated  growth,  and  an  affiliation  with  Kaiser  could 
stimulate  growth. 

The  real  problem  was  that  the  Michael  Reese  Hospital,  which 
owned  the  plan,  was  experiencing  serious  decreases  in  its  bed 
census.   The  hospital  was  primarily  serving  an  indigent  population 
and  needed  more  paying  patients. 

Avram  and  I  met  with  the  leaders  of  the  board  of  directors  and 
medical  staff  of  both  the  hospital  and  the  plan  over  a  period  of 
months.   We  reached  an  agreement  on  the  terms  of  a  merger  (a 
euphemism  for  acquisition)  and  a  schedule  for  closing  the  deal. 
Their  chief  negotiator  asked  to  have  one  more  meeting  with  the 
medical  staff  of  the  hospital.   The  outcome  of  that  meeting  was 
that  he  called  to  tell  me  the  deal  was  off,  he  refused  to 
elaborate  on  the  reason  and  he  would  not  agree  to  meet  again. 
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As  I  have  said,  I  fault  myself  for  not  being  successful  in 
acquiring  the  Michael  Reese  Plan.   I  was  essentially  trying  to 
acquire  the  plan  by  assuming  its  modest  debts  with  a  commitment  of 
a  very  modest  payment  to  the  Michael  Reese  Hospital.   Had  I 
committed  to  a  larger  payment  to  the  hospital,  I  think  we  could 
have  made  the  deal.1 


Other  Aspects  of  Management:  Telephones,  Memos ,  Confidants 


Chall:   I  have  been  told  that  you  were  a  great  listener,  and  you  have  just 
now  said  that  you  listened  carefully.   When  you  asked,  for 
example,  for  written  material  so  you  could  analyze  and  think 
carefully  about  a  plan  or  problem,  what  kind  of  material  did  you 
want  written  and  from  whom?   Would  there  be  any  particular  aspects 
of  your  work  that  you  wanted  written  rather  than  handled  face  to 
face,  or  by  telephone? 

Vohs :    We  used  all  forms  of  dialogue  and  contacts;  routine  written 
reports,  special  reports,  staff  meetings,  regional  manager 
meetings,  Kaiser  Permanente  Committee  meetings,  et  cetera.   As  an 
example,  after  we  expanded  to  these  various  regions  —  in  many  of 
those  states,  by  state  law  we  had  to  have  separate  boards  of 
directors.   I  set  it  up  so  that  I  served  as  chairman  and  CEO  of 
each  subsidiary  region's  board  of  directors.   I  always  attended 
those  board  meetings.   And  I  made  it  a  point  to  visit  each  of  our 
regions  at  least  for  those  board  meetings  a  couple  times  a  year, 
three  times  a  year,  whatever  the  number  of  board  meetings,  and 
more  often,  too. 

Part  of  my  style  was  to  be  seen  in  those  regions,  to  be  sure 
and  understand  what  was  going  on.   It  was  not  easy  in  some  of 
them.   We  had  several  troubled  regions.   I  wanted  to  always  be 
measuring  how  they  were  doing,  how  management  was  performing.   I 
used  a  variety  of  ways  of  staying  in  touch. 

I  paid  less  attention  to  northern  California  and  southern 
California;  I  didn't  interfere  there.   We  had  top  managers  running 
those  regions,  they  were  operating  successfully  so  1  didn't 
require  as  much  from  them  as  I  did  from  some  of  the  smaller,  more 
troubled  regions. 

Chall:   So  you  would  always  check  on  an  agenda  of  the  other  regions  before 
you  attended  their  meetings. 


'End  of  added  paragraphs. 
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Vohs :    Yes.   And  participate  in  setting  the  agendas. 

Chall:   When  you  sat  in  on  their  board  meetings,  did  you  speak? 

Vohs:    Oh,  I  ran  the  board  meetings.   I  was  the  chair  of  every  one  of 

them.   But  I  allowed  the  regional  managers  to  set  up  the  agenda--! 
mean,  in  consultation.   Each  one  of  them  had  their  own  style;  they 
weren't  all  run  exactly  the  same  way  at  all.   The  idea  was  to  have 
people  in  the  regions  making  presentations  so  you  got  a  chance  to 
hear  and  understand  what  was  going  on  in  their  field,  and  you  got 
a  chance  to  see  them  and  measure  them  and  get  a  feel  of  the 
management.   The  meetings  were  similar  to  some  extent,  but  then 
departed  in  the  way  that  they  made  presentations  and  how  they 
responded  when  we  visited  the  regions. 

Chall:   That  gave  you  a  good  idea  about  the  personnel  in  some  of  the 
regions? 

Vohs:    Yes. 

Chall:   One  thing  that  Scott  Fleming  told  me  with  regard  to  the  choice  of 
managers,  et  cetera,  which  I  thought  was  very  amusing,  was  "Only 
God  knows  how  to  select  medical  directors  and  regional  directors, 
and  He's  not  on  the  board."   [laughter] 

Vohs:    In  the  last  three  or  four  years  as  CEO,  I  had  a  committee  of  our 

top  managers  in  the  Central  Office  involved  in  the  whole  personnel 
selection  process. 

Chall:   Yes,  you  did  tell  me  that. 

Now,  besides  relying  on  or  talking  to  other  people  in  your 
organization  like  Mr.  Erickson  and  Art  Weissman--and  perhaps  there 
were  others  —  did  you  gain  an  understanding  of  problems  and  how  to 
handle  them  by  talking  to  other  CEOs?   Did  you  ever  informally 
discuss  management  problems  with  other  CEOs  or  bring  them  up  in 
your  management  seminars? 

Vohs:    No,  I  didn't.   Although  I  was  involved  in  a  number  of 

organizations  with  other  CEOs,  we  really  didn't  share  how  you  deal 
with  generic  problems. 

Kaiser  belonged  to  the  Bay  Area  Council,  the  Bay  Area  Economic 
Forum,  and  the  California  Business  Round  Table,  which  was 
comprised  of  the  largest  one  hundred  corporations  in  the  state. 
We  dealt  with  challenges  and  problems  that  the  business  community 
was  having  with  local,  state,  or  federal  governments.   We  shared 
views  on  those  kinds  of  issues,  but  we  didn't  share  internal 
management  problems. 
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Chall: 


Vohs: 


Chall: 
Vohs: 


What  about  Mrs.  Vohs? 
her? 


How  much  did  you  share  your  problems  with 


A  lot.   A  lot.   There  was  an  especially  difficult  period  —  several 
difficult  periods  —  that  I  went  through  when  I  worked  for  Karl 
Steil  and  then  when  Karl  Steil  was  working  for  me.   There  were 
lots  of  times  when  I  just  needed  to  ventilate  and  talk  to 
somebody.   Beyond  that,  in  other  kinds  of  serious  problems  I  was 
facing  she  was  a  wonderful  listener.   And,  yes,  I  shared  a  lot  of 
my  concerns  and  worries  with  her. 

You  just  have  to  share  them  with  somebody. 

You  do.   I  was  lucky  because  I  had  people  like  Art  Weissman  and 
Bob  Erickson  that  I  trusted  completely  and  with  whom  I  could 
share,  but  there  are  always  some  problems  that  you  can't. 

But,  yes,  she  had  a  good  sense  of  what  we  were  doing.   1 
always  said  that  I  think  she  would  have  made  a  better  president 
and  chairman  than  I  did,  if  she  had  ever  been  given  the 
opportunity . 


Taking  Time  to  Relax 


Chall 


Vohs  : 


Chall: 


How  did  you  relax? 
you  did. 


Did  you  relax?   I  never  get  the  feeling  that 


You  know,  I  was  very  fortunate  that  I  dealt  with  tension  extremely 
well.   It  was  just  not  a  problem  for  me.   I  mean,  obviously  there 
were  times  when  there  were  situations  that  were  very  difficult  and 
1  had  a  lot  of  concerns  about  them,  but  for  the  most  part,  the 
tensions  I  just  dealt  with  very  well.   At  one  time,  I  played  a 
little  golf,  but  not  very  much,  so  I  wouldn't  say  that  was  a  form 
of  relaxation.   As  I  took  on  more  and  more  responsibility,  I 
played  less  and  less  golf.   [laughs]   But  we  always  had  family 
vacations  together  and  I  would  always  try  to  take  at  least  two 
weeks,  sometimes  even  three  weeks,  vacation.   There  was  never  a 
good  time  to  do  it,  but  I  always  tried  to.   I  think  I  told  you 
that  a  few  years  ago  we  took  all  of  the  home  movies  that  we  made 
and  put  them  into  one  videotape.   I  was  home  for  every  birthday 
party  of  my  four  daughters.   I  tried  to  keep  up  my  family 
commitments  all  during  that  time. 

It  must  have  taken  quite  a  bit  of  time  with  four  little  girls 
being  reared. 
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Vohs:    Yes. 

Preparing  to  Retire  ## 


Chall:   Why  don't  we  go  into  your  decision  to  retire.   Now  you  told  me 
last  time  that  you  had  decided  to  retire  early  because  you  felt 
that  somebody  else  might  be  able  to  handle  or  change  what  needed 
to  be  changed  in  the  organization.   You  were  not  able  to  do  that 
because  you  had  brought  Kaiser  Permanente  to  its  current  status. 
Did  you  talk  to  anybody  about  this  challenge  to  yourself  or  the 
possibility  of  leaving  at  an  earlier  time  or  date? 

Vohs:    Yes,  I  did.   I  talked  mostly  to  Jim  Lane;  I  spent  a  lot  of  time 
talking  to  Jim  Lane  about  it. 

Chall:   Why  Jim  Lane? 

Vohs:    Well,  he  had  responsibility  for  policy  and  planning.   But  I  also 
felt  that  he  had  a  good  sense  of  the  organization's  strengths  and 
the  people.   For  several  years  I  worked  with  him  in  terms  of 
considering  how  we  might  reorganize  and  who  would  be  given  broader 
responsibilities.   I  talked  to  him  about  the  individuals  that  I 
had  in  mind  to  take  my  place.   We  had  a  lot  of  conversations,  and 
his  counsel  was  extremely  helpful  to  me  in  that  regard. 

I  think  I  may  have  told  you  that  two  of  the  individuals  that  I 
thought  were  very  capable  of  taking  my  place  had  both  died  early; 
both  died  young. 

Chall:   One  of  them  was-- 

Vohs :    One  of  them  was  John  Boardman.   John  died  of  a  heart  attack  at  age 
forty-nine.   He  would  have  been  superb.   It  was  a  great  loss--a 
great  loss  of  a  personal  colleague  and  a  great  loss  for  the 
organization,  because  he  was  an  outstanding  manager. 

The  other  one  was  Carl  Berner.   I  had  talked  to  Carl  about 
coming  to  northern  California  to  the  Central  Office  and  moving  him 
in  line  to  be  my  replacement.   He  had  agreed,  but  it  was  just  a 
few  weeks  after  that  decision  that  he  discovered  he  had  lung 
cancer.   He  died  shortly  after  that.   He  was  in  his  early  fifties. 

When  I  lost  both  of  those  fellows  it  wasn't  quite  so  clear  who 
would  succeed  me.   Eventually  I  moved  Wayne  Moon  over  from 
Colorado  to  the  Northern  California  Region  because  I  thought  he 
was  an  individual  who  could  do  it.   Dave  Pockell,  who  was  running 
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the  new  expansion  regions,  the  non-hospital-based  regions,  was 
also  a  potential  candidate. 

So  I  kept  trying  to  figure  out  how  we  might  reorganize.  1 
shared  with  Jim  the  fact  that  I  felt  that  I  had  been  in  the  job 
longer  than  I  had  intended  to  be.  Because  if  John  Boardman  had 
lived  I  would  have  retired  much  earlier.  And  the  same  with  Carl 
Berner--!  lost  a  few  years.  So  by  this  time  it  was  clear  to  me 
that  I  should  retire. 

Chall:   You  were  tired? 

Vohs :    Well,  you  know,  I  had  done  the  job  for  so  long.   Yes,  to  a  degree, 
I  was  tired.   I  was  running  out  of  gas  and  perhaps  running  out  of 
patience . 

During  those  last  few  years,  Dr.  Sams  was  a  great  challenge  to 
me.   He  had  and  has  many  wonderful  attributes  and  qualities  of 
leadership,  but  he  was  also  a  very  intimidating  force  to  the  other 
medical  directors  and  he  had  a  different  view  of  the  partnership. 
I  think  he  had  a  view  of  the  organization  going  back  to  the  days 
at  Tahoe  where  the  feeling  had  been  that  physicians  should  be 
running  everything.   So  it  was  extremely  challenging  in  that 
period. 

That  was  part  of  it,  and  I  decided  that  somebody  else  probably 
ought  to  be  coming  in.   We  needed  to  reorganize,  and  competition 
was  heating  up.   If  you  read  the  article  in  Health  Affairs  that 
I've  just  given  you,  you  will  see  that  a  lot  of  the  questions  are 
about  how  Kaiser  Permanente  was  responding  to  competition.1   I 
shared  a  lot  of  this  with  Jim  Lane  and  we  worked  together  on  it. 
In  fact,  when  I  finally  made  the  decision  to  retire,  he  was  very 
helpful  in  working  with  me  and  working  out  the  selection  process 
that  we  used  to  choose  my  replacement. 


Selecting  a  Successor:  David  Lawrence 


Chall:   So  in  terms  of  Dr.  [David]  Lawrence  and  placing  him  in  as  northern 
California  manager,  that  would  have  been  your  choice? 

Vohs:    Yes,  that's  correct. 


'John  K.  Iglehart,  "Kaiser,  HMOs,  and  the  Public  Interest:  A 
Conversation  with  James  A.  Vohs,"  Health  Affairs  (Spring  1986):  36-65. 
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Chall:   He  had  been  in  Colorado? 

Vohs:    It  was  my  choice  to  move  him  to  Colorado;  he  had  been  in  Portland, 
in  the  Northwest  Region.   He  was  with  the  medical  group  there.   He 
was  my  choice  to  go  to  Colorado,  and  he  was  my  choice  to  go  to 
northern  California. 

But  going  back  to  the  process  for  selecting  my  replacement,  I 
appointed  a  committee  of  the  board  to  be  the  Search  Committee,  to 
choose  a  president  to  become  my  successor.   In  fact,  I  didn't  call 
it  a  search  committee,  because  we  weren't  looking  outside  the 
organization.   I  called  them  the  Selection  Committee.   It  was  my 
conviction  that  I  should  not  make  the  decision  as  to  who  my 
replacement  should  be.   I  did  not  own  the  organization,  that  was 
not  my  role;  the  role  was  for  the  board  to  make  that  decision.   It 
was  the  board's  responsibility.   I  set  up  the  process  to  make  it  a 
very  open  process.   But  when  it  got  down  to  it,  the  board  would 
make  the  decision.   I  followed  that  to  the  letter. 

Chall:   Then  ultimately  to  put  the  new  president  in  as  CEO,  or  even 

earlier  as  chief  operating  of f icer--that  was  part  of  the  process? 

Vohs:    Right.   We  set  up  the  board  committee.   The  committee  interviewed 
forty  people  in  the  organization.   They  interviewed  all  regional 
managers,  all  of  the  medical  directors,  personnel  on  the  Central 
Office  staff,  and  they  interviewed  the  individuals  who  were 
nominated  as  candidates  for  the  position.   There  were  really  just 
two  candidates:  one  was  Wayne  Moon  and  one  was  Dave  Lawrence. 
Then,  following  interviews  with  Wayne  and  Dave  and  a  discussion 
with  me,  the  committee  made  the  decision  the  job  should  go  to  Dave 
Lawrence.   That  night  I  thought  long  and  hard  about  that- -whether 
I  felt  that  was  the  right  decision  or  not  —  and  the  next  morning, 
before  the  board  meeting,  I  called  an  early  meeting  with  the 
committee . 

Chall:   With  whom? 

Vohs:    With  the  board  committee,  the  Selection  Committee.   There  were 
five  people  on  it .   I  recommended  to  them  that  we  make  Dave 
Lawrence  the  vice  chairman  and  chief  operating  officer  now— 
because  I  was  going  to  stay  on  as  chairman  for  a  while  —  and  to 
make  Wayne  Moon  the  president.   I  was  concerned  at  that  time  about 
the  line  management  responsibilities,  and  I  thought  Wayne,  as 
president,  could  carry  on  the  operating  management 
responsibilities  while  Dave  as  vice  chairman  could  deal  with  the 
broader  kinds  of  issues  and  strategies.   I  think  most  people  had  a 
strong  feeling  that  he  could  create  a  vision  for  the  organization 
and  would  be  able  to  articulate  that  vision.   The  committee  agreed 
with  me,  and  so  did  the  board.   Of  course,  the  original  plan  was 
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to  select  a  president,  period.   The  outcome  of  the  process  was 
that  we  selected  a  vice  chairman  and  a  president. 

Chall:   That  was  in  1990.   That  was  the  first  cut,  as  it  were. 

Vohs:    Yes.   Then,  later  [1991],  we  made  Dave  the  chief  executive 

officer. 

Chall:   And  retained  Wayne  Moon  as  president. 

Vohs:    As  president  and  chief  operating  officer.   I  stayed  on  as  chairman 
for  a  short  time,  but  from  that  point  on,  once  I  made  Dave 
Lawrence  the  CEO,  I  moved  my  office  out  of  the  Kaiser  Permanente 
area  and  he  took  over  my  office.   So  he,  in  effect,  was  the 
leader.   I  only  stayed  as  chairman  for  a  few  more  months  after 
that  and  then  retired  in  1992. 

^> 

Chall:   When,  in  1990,  Dave  Lawrence  was  chosen  as  vice  chairman  and  Wayne 
Moon  went  in  as  president,  in  the  process  that  had  been  set  up, 
was  it  generally  assumed  then  that  Dr.  Lawrence  would  become  the 
CEO? 

Vohs:    Yes.   There  was  no  question  about  that. 

Chall:   I  see.   And  had  you  thought  that  Wayne  Moon  would  or  should  become 
the  CEO? 

Vohs:    Yes,  I  thought  so  earlier.   I  thought  he  was  very  well  qualified 
to  be  the  CEO  and  would  have  had  my  blessing.   But,  as  I  say,  my 
conviction  was  that  it  should  not  be  my  choice.   However,  I  was 
surprised  by  the  Selection  Committee's  choice. 

I  think  one  of  the  things  that  worked  in  Dave  Lawrence's  favor 
and  worked  against  Wayne  Moon  was  that  the  twelve  medical 
directors  were  unanimous  in  their  support  of  Dave  Lawrence  as  the 
individual  to  be  my  replacement.   And  I  think  others  in  the 
Central  Office  who  met  with  the  Selection  Committee  were  very 
reluctant  to  state  their  specific  preference. 

By  the  way,  I  sat  in  on  most  of  the  meetings  of  the  Selection 
Committee,  but  I  did  not  sit  in  the  meetings  in  which  the 
committee  was  interviewing  people  within  the  organization,  because 
I  did  not  want  to  be  an  influence  on  how  they  presented  themselves 
and  expressed  their  views.   I  think  a  lot  of  individuals  on  the 
Health  Plan/Hospital  side,  when  they  met  with  the  committee,  did 
not  express  an  opinion  about  their  choice.   I  think  they  talked  in 
terms  of  the  kinds  of  qualities,  attributes,  and  criteria  for  a 
president.   I  think  to  some  degree  there  were  some  feelings 
afterwards  that  they  probably  should  have  been  a  little  more 
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forceful  about  their  own  views  and  expressed  them  more 
specifically. 

Chall:   About  people? 
Vohs :    About  people. 

Chall:   Did  you  expect  that  Mr.  Moon  would  leave  the  organization  if  he 
weren't  promoted  to  CEO? 

Vohs:    I  was  concerned  that  he  would.   That  was  part  of  why  I  moved  to 

have  him  named  president.   I  didn't  want  to  lose  Wayne.   I  thought 
he  was  a  very  good  manager.   I  think  he's  displaying  that  now  as 
chairman  of  Blue  Shield.   So  that  was  part  of  what  I  had  in  mind 
and  why  I  changed  from  just  naming  a  president  to  naming  a  vice 
chairman  and  president,  setting  it  up  that  way. 

Chall:   Did  he  talk  to  you  before  he  quit?   Before  he  left  Kaiser? 

Vohs:    Yes.   He  came  to  me  and  talked  about  it.   He  talked  to  me  about 

the  offer  that  was  made  to  him.   It  happened  that  the  chairman  of 
the  board  of  Blue  Shield  at  that  time  was  a  fraternity  brother  of 
mine  from  the  University  of  California.   He  had  called  me  about 
Wayne  while  they  were  doing  their  search,  so  I  knew  what  was  going 
on.   Then  Wayne  came  and  talked  to  me  about  it  before  he  left. 

Chall:   He  certainly  has  had  a  chance  to  prove  his  ability  as  a  leader, 
hasn't  he? 

Vohs:    Yes. 


Evaluating  the  Recent  Changes  in  Kaiser  Permanente  and  Its 
Principles 


Chall:   Have  you  anything  to  say  about  the  changes  that  have  occurred  over 
the  last  few  years  as  a  result  of  Lawrence's  leadership? 

Vohs:    Well,  you  know,  as  I  said,  one  of  the  main  reasons  that  I  stepped 
down  and  retired  was  because  I  thought  a  lot  of  changes  needed  to 
be  made  —  and  a  lot  of  changes  are  being  made.   That  has  occurred. 
But  not  necessarily  changes  that  I  would  have  made.   On  the  one 
hand,  I  think  a  lot  of  them  have  been  very  beneficial  to  the 
organization;  but  on  the  other  hand,  I  have  to  disagree  with  a  lot 
of  them. 
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I  think  there  is  clearly  a  departure  from  some  of  the 
established  principles  of  the  organization.   The  principle  of 
partnership  with  the  medical  groups  as  being  a  joint  endeavor  and 
a  mutual  collaboration,  et  cetera--that  is  not  being  continued. 
The  commitment  to  group  practice  prepayment  has  not  been 
continued.   There  is  still  a  degree  of  commitment,  but  there  is 
also  an  openness  to  other  forms--PPOs,  IPAs,  et  cetera.   So  the 
changes  are  departing,  I  think,  from  some  of  the  principles  that 
made  the  organization  such  a  great  institution. 

I  think  that  —  and  I've  said  this  before  on  the  tape  —  that  I 
never  looked  at  Kaiser  Permanente  as  a  commercial  organization.   I 
think  the  view  of  management  now  is  that  because  of  competition  it 
has  to  behave  exactly  like  and  be  a  commercial  institution.   One 
of  their  guiding  principles  today  is  market  share.   If  you  don't 
have  market  share  you  shouldn't  be  in  the  business.   That  wasn't 
why  Kaiser  Permanente  was  started,  and  that  wasn't  why  Kaiser 
Permanente  grew.   At  the  beginning,  it  was  the  strong  social 
mission  of  Kaiser  Permanente. 

The  current  management  has  brought  in  the  McKinsey  Company,  a 
major,  national  management  consulting  firm,  and  my  understanding 
is  that  Kaiser  is  paying  something  like  $100  million  a  year  for 
this  outside  counseling  and  advice  on  how  to  manage  the 
organization.   As  you  know,  McKinsey  is  well  recognized  as  a  very 
strong  consulting  group,  but  in  the  for-profit  area.   I  really 
don't  think  they  understand  a  nonprofit  organization  like  Kaiser 
Permanente;  a  lot  of  people  don't  understand  Kaiser  Permanente. 


Kaiser  Permanente  Community  Service:  A  Vohs  Legacy 


Chall:   Now  let's  turn  to  one  of  the  areas  that  you  considered  important 

for  Kaiser  as  well  as  for  yourself,  and  that  is  community  service, 


The  Watts  Counseling  and  Learning  Center 


Chall:   This  Annual  Report  of  1990--I  think  anybody  who  wants  to  can  get 
the  Annual  Report  and  read  it--it  has  a  great  deal  to  do  with 
community  service,  not  just  with  Kaiser,  but  nationally—a  really 
very  good  history.   In  terms  of  Kaiser,  you  have  already  talked 
about  AIDS,  but  what  about  the  Watts  project  [Watts  Counseling  and 
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Learning  Center]?   You  told  me  a  little  bit  about  that  last  time, 
and  your  pride  in  it.   How  did  that  come  about?1 

Vohs:    It's  interesting  that  you  ask  that  question,  because  two  weeks  ago 
I  was  invited  to  go  to  southern  California  to  help  them  celebrate 
the  thirtieth  anniversary  of  the  Watts  program  and  the  retirement 
of  Bill  Coggins,  who  has  been  the  director  of  the  program  and  the 
force  behind  it  from  the  very  beginning.   He  spent  the  rest  of  his 
career  there. 

Chall:  I  suppose  Kaiser  Permanente  hired  him. 

Vohs:  Yes,  right.   A  remarkable  individual. 

Chall:  African  American? 

Vohs:  Yes,  African  American. 

I  don't  recall  exactly  where  the  first  idea  came  from;  it  was 
not  mine  and  it  was  not  Dr.  Kay's,  who  was  the  medical  director. 
I  do  recall,  though,  at  an  early  meeting,  our  discussion  that  we 
needed  to  do  something  active  to  benefit  the  Watts  area  following 
the  riots  there.   Our  first  idea  was  to  set  up  a  preschool  where 
we  would  serve  breakfast  and  lunch  to  the  children.   It  would  be  a 
half-day  preschool  program,  open  to  the  community.   That's  what  we 
set  out  to  do,  and  we  hired  Bill  Coggins. 

One  of  the  large  savings  and  loans  who  had  lost  property  in 
that  area  during  the  riots  wanted  to  make  us  a  gift  of  the 
property  so  that  we  could  use  it  as  the  site  for  our  school.   That 
was  just  kind  of  a  bonus  that  we  found. 

The  first  thing  I  remember  hearing  from  Bill  Coggins  after  he 
got  down  there  was  a  call  in  which  he  wanted  us  to  do  something 
about  getting  a  stop  sign  on  one  of  the  streets  and  a  crossing 
guard.   I  thought,  that  isn't  what  we  were  going  to  do  down  there. 
But,  yes,  we  used  some  of  our  political  influence  to  get  the  stop 
sign. 

I  gave  a  talk  to  the  250  people  who  were  assembled  for  the 
twenty-fifth  anniversary  celebration  of  the  Watts  center.   I  said, 
"It  was  one  of  the  great  learning  experiences  of  my  life  —  that 
when  you  want  to  do  something  for  a  community,  you  don't  just 
decide  unilaterally  what  you're  going  to  do,  you  go  to  the 


"'Community  Service:  Making  a  Difference  Through  Partnership,"  Annual 
Report  [1990]:  12-14.   "Helping  People  Give,"  Spectrum.  Winter  1989:  1-5. 
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community  and  find  out  what  they  need  and  what  they  want  and  you 
respond  to  that."   That's  what  we  did. 

We  never  started  the  preschool.   What  we  started  was,  in 
essence,  a  mentoring  program  for  kids  who  were  having  problems  in 
school  to  come  into  the  center  to  be  tutored  and  given  help,  and 
for  their  parents  to  come  in.   Well,  that  has  grown  into  an 
incredibly  comprehensive  program  of  tutoring,  of  consultations, 
all  kinds  of  educational  programs,  summer  vacation  programs,  youth 
employment  things.   I  have  something  downstairs  that  I  will  show 
you.   Literally  thousands  and  thousands  of  kids  in  that  area  have 
come  through  this  center. 

Chall:   Is  it  still  solely  a  Kaiser  Permanente  effort? 

Vohs:    Yes.   I  think  when  we  started  off  it  was  costing  us  about  $100,000 
a  year,  and  I  remember  about  the  time  I  left  southern  California 
it  was  about  up  to  $300,000  a  year.   It's  costing  the  program  $1.2 
million  a  year,  now. 

Chall:   Is  that  so? 

Vohs:    And  they  have  a  staff  of  about  thirty  people. 

Chall:   And  who  in  Kaiser  Permanente  oversees  this? 

Vohs:    They  just  keep  assigning  different  people  in  their  regional 

headquarters  over  him.   There's  been  a  whole  raft  of  those  people, 
but  Bill  Coggins  runs  it,  manages  it,  [laughing]  and  he  has  been  a 
constant  splinter  and  thorn  in  the  side  of  everybody  who  was  ever 
assigned  over  him  because  he  has  such  strong  feelings  about  what 
he  wants  to  do.   And  he  almost  always  gets  his  way.   He  just  has 
the  ability  to  get  away  with  it. 

Chall:   Now  the  next  manager- -how  was  he  appointed?   I  mean,  the  one  to 
take  Bill's  place? 

Vohs:    I  don't  know  how  they're  going  to  do  that. 

At  the  anniversary  celebration,  I  was  able  to  talk  about  those 
early  days  as  well  as  my  feelings  about  Bill.   Bill,  in  essence, 
sacrificed  his  personal  career  —  professional  career—to  stay  there 
and  do  that  job  for  thirty  years.   He  could  have  had  other 
opportunities  that  might  have  paid  him  more. 

Chall:   That's  a  professional  career  in  itself. 
Vohs:    Absolutely. 
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Chall:   He's  an  MSW  [master  of  social  work]. 

Vohs :    Yes.   And  he's  very  active  in  the  black  social  workers 

organization.   There  were  all  kinds  of  politicians  at  this 
assemblage.   It's  a  wonderful  thing.   They  had  people  there  who 
are  attorneys  now,  physicians. 

Chall:   Who  have  gone  through  that  program? 

Vohs:   Who  have  gone  through  the  program,  yes.   And  one  of  the  marvelous 
things  about  it  are  the  parents  that  went  through  and  also  got 
their  high  school  diplomas.   They  got  involved.   It's  a  real 
community  program. 

It's  on  the  corner  of  103rd  Avenue  and  Success,  and  I've 
always  said  that  was  just  symbolic  of  the  program.   [laughter] 
When  we  built  the  place  —  and  it's  been  remodeled  and  expanded  —  all 
the  houses  down  the  street  were  all  burned  down  during  the  riots. 
I  mean,  it  was  right  in  the  center  of  the  riot.   Now  that  whole 
street  is  wonderful.   They  have  all  kinds  of  health  centers, 
wonderful  buildings.   I  can't  believe  it's  the  same  street  I  saw 
thirty  years  ago  when  we  started. 

Chall:   That's  very  good. 

Vohs:    Anyway,  it's  a  program  that  is  very  close  to  my  heart. 

Chall:   How  about  the  Kaiser  Permanente's  Medical  Care  for  Children 

Project?   That's  in  Reston,  Virginia.   Did  you  have  much  to  do 
with  that? 

Vohs:  No,  no. 

Chall:  That  was  a  regional  project? 

Vohs:  You  bet.   Yes. 

Chall:  Did  you  encourage  the  regions  to  take  on  a  community  project? 

Vohs:    Yes.   All  regions  were  required  to  participate  actively  in  their 
communities.   Recently  the  Southern  California  Region  has  applied 
to  a  national  organization  that  annually  selects  one  institution 
to  honor  for  its  community  service  activities.   It's  a  very 
important  honor.' 

Chall:   As  an  award? 

Vohs:    As  an  award,  yes.   They've  applied  just  for  southern  California. 
He  was  telling  me  of  all  the  things  they  have  listed,  it  was 
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impressive.   They  have  submitted  the  application,  and  have  had  a 
visit  by  this  organization.   They  are  in  the  running. 

It  really  made  me  proud.   I  think  if  I  had  a  heritage,  I  think 
it's  in  this  area  of  providing  community  service,  because  Kaiser 
Permanente  wasn't  doing  any  of  that  in  the  early  days.   There  was 
a  feeling  at  the  time  that,  since  we  were  already  providing  a 
community  service  just  by  our  existence  as  a  health  care 
organization,  we  didn't  need  to  do  these  other  things.   But, 
today,  Kaiser  Permanente  is  one  of  the  great  leaders  in  this 
country  in  the  extraordinary  number  and  breadth  of  community 
service  activities  it  is  engaged  in.   I  really  do  feel  that  that 
is  a  heritage.   I  am  very  proud  of  my  role  in  supporting  our  local 
communities . 


The  Live  Theater  Projects:  AIDS,  Health,  Puberty 


Vohs :    If  you  were  to  see  annual  reports  of  1997  or  1994,  you  would  see 
that  our  community  service  has  grown  well  beyond  any  of  these 
projects  listed  in  1990.   I  think  I've  probably  talked  to  you 
about  the  live  educational  theater  projects  that  we  have.   Are  you 
familiar  with  those?  We  have  three  different  plays. 

Chall:   And  is  this  here  in  northern  California? 

Vohs:    Well,  it  started  here  in  northern  California  and  is  now  being 
presented  in  seven  or  eight  of  our  regions.   One  play  called 
"Secrets"  has  to  do  with  AIDS  and  is  shown  to  high  school 
students.   It's  very  explicit.   It's  about  the  experiences  of 
several  high  school  students  who  have  contracted  AIDS  and  how  they 
got  it.   It  sends  a  powerful  message  of  the  dangers  of  AIDS  in  a 
language  the  students  can  understand. 

I've  attended  some  of  those.   Young  professionals  do  the 
acting.   They  have  been  trained  and  been  given  a  real  education  on 
AIDS.   At  the  end  of  the  play  the  actors  stay  on  stage  and  answer 
questions  that  the  students  ask.   They  ask  questions  that  I  would 
never  have  asked  anybody  in  my  life.   I  honestly  believe  that 
because  the  play's  message  is  so  effective,  it  is  saving  lives. 
It  is  absolutely  saving  lives. 

A  second  play  is  called  "Dr.  Bodywise."   It  is  aimed  at  kids 
from  kindergarten  through  third  grade.   It  teaches  basic  health 
habits  like  brushing  your  teeth,  and  warns  of  the  dangers  of 
smoking  and  drinking.   We  give  the  kids  little  kits  to  take  home. 
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They  have  coloring  books  on  health  subjects  and  they  have  to  brush 
their  teeth  and  mark  it  in  the  book—those  kinds  of  things. 

Then  there  is  another  one  called  "Nightmare  on  Puberty 
Street."   It  is  aimed  at  kids  going  through  puberty.   The  message 
essentially  is  that  everybody  is  going  through  it  and  everybody 
experiences  the  same  feelings  and  concerns  about  themselves.   One 
of  the  great  lines  in  the  play  is  that  "suicide  is  a  permanent 
answer  to  a  temporary  problem." 

These  theater  groups  are  going  to  all  the  schools  in  their 
geographic  region. 

Chall:   And  how  did  that  originate? 

Vohs:    That  originated  in  northern  California.   Well,  actually,  the  first 
one  was  "Dr.  Wizard  Wise"  in  Hawaii—very  similar  to  "Bodywise." 
The  "Bodywise"  characters  are  like  those  in  Sesame  Street.   They 
aren't  Sesame  Street  characters,  but  the  costumes  are  like  Sesame 
Street.   They  have  won  awards  all  over  the  country.   Anyway,  it 
goes  on  and  on.   Teenage  programs,  teenage  pregnancy  programs.   I 
mean  there  are  just  all  kinds  of  things. 


James  Vohs'  Personal  Community  Service 


Chall:   That's  a  legacy,  all  right. 

What  about  your  own  community  services?   Totally  awe- 
inspiring.   [laughter]   I  wonder  how  you  handled  it  all.   We'll 
put  the  list  in  the  volume.   Which  ones  do  you  consider  paramount? 


Vohs:    Looking  at  the  charitable  organizations,  I  would  say  the  Marcus  A. 
Foster  Educational  Institute.   That  was,  of  course,  named  after 
Marcus  A.  Foster,  who  was  the  superintendent  of  schools  in  Oakland 
who  was  assassinated  by  the  People's  Liberation  Army  [Symbionese 
Liberation  Army).   He  had  started  it.   Originally  it  was  called 
the  Oakland  Educational  Institute  when  he  started  it  and  was  later 
given  his  name.   It  was  the  first  educational  institute  of  its 
kind  in  the  United  States.   There  are  educational  institutes  that 
have  copied  it  now  all  across  the  country. 

Chall:   What  does  it  do? 
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Vohs  will  continue  to  serve 


It's  true  that  James  A.  Vohs,  who  retires 
today  after  a  long  and  fruitful  career  with 
Oakland-based  Kaiser  Permanente,  will  step 
down  from  his  five-day-a-week  duties  as 
chairman  of  the  boards  of  the  Kaiser  Foun 
dation  Health  Plan  and  Hospitals. 

But  in  what  for  him  has  long  been  a 
second,  full-time  career,  Vohs  will  still  go  to 
the  office  nearly  as  often  —  four  days  a 
week  —  to  continue  his  vital  volunteer  work 
with  a  dizzying  array  of  community  organi 
zations. 

Jt  is  his  dual  presence  as  both  an  accom 
plished  health  care  executive  and  a  faithful 
community  servant  that  leads  colleagues  in 
the  Bay  Area  to  cherish  him  so.  In  the 
meantime,  Kaiser  will  be  in  good  hands  as 
Chief  Operating  Officer  Dr.  David  M.  Law 
rence  is  expected  to  take  over  the  reins  at 
Kaiser. 

Vohs'  professional  accomplishments  are 
legendary.  During  his  nearly  40-year  career, 
he  served  in  many  capacities  as  Kaiser  Per 
manente  grew  to  become  the  nation's  largest 
health  maintenance  organization. 

Kaiser  has  tripled  its  membership  to  6.6 
million  since  1970.  An  astounding  one-third 
of  all  Northern  California  residents  belong 
to  Kaiser.  Millions  more  belong  to  Kaiser  in 


other  regions  as  widely  scattered  as  South 
ern  California,  Texas,  the  mid-Atlantic 
states,  the  Northeast,  Kansas  City,  North 
Carolina,  Georgia  and  Washington,  D.C. 

But  while  Vohs  helped  Kaiser  to  grow  na 
tionwide,  he  never  ignored  his  home  base. 
He  serves  or  has  served  as  chairman  or 
member  of  the  board  of  such  diverse  organi 
zations  as  the  Marcus  A.  Foster  Educational 
Institute,  the  Bay  Area  Council,  Holy  Names 
College  and  Medical  Education  for  South 
African  Blacks. 

He  also  counts  service  on  the  boards  of 
the  Oakland  Museum  Association,  the  United 
Way  of  the  Bay  Area  1989  General  Cam 
paign,  the  San  Francisco  Bay  Area  Council 
of  the  Boy  Scouts  of  America,  the  Clorox 
Company,  the  Oakland /Alameda  County  Col 
iseum,  the  East  Bay  Symphony  and  the  Bay 
Area  Economic  Forum,  among  others. 

As  Ada  Cole,  director  of  the  Foster  Insti 
tute,  says,  "I  have  never  known  anyone  who 
gives  as  much  to  the  community  as  Jim  and 
asks  absolutely  nothing  in  return."  Luckily 
for  us  all,  Vohs  will  continue  to  lend  his 
expertise  and  devotion  to  a  bevy  of  organiza 
tions  that  work  hard  to  make  the  Bay  Area 
and  the  Eastbay,  in  particular,  a  better 
place  to  live. 
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High  school  Hall 
of  Fame  inducts  5 


Charles  Hanger,  James  A.  Vohs,  Shirley  Redd  Lewis,  Tram  ai  ne 
Hawkins,  and  Benny  Green  joined  35  other  distinguished  graduates 
of  Berkeley  High  School  when  they  were  inducted  into  the  Berkeley 
High  School  Hall  of  Fame  at  a  school-wide  assembly  yesterday. 
Linda  Schacht,  '62,  former  television  news  journalist  and  currently 
teaching  at  the  UC  Berkeley  School  of  Journalism,  who  herself  was 
inducted  into  the  Hall  of  Fame  in  1991,  was  emcee. 

These  19%  inductees  join  a  distinguished  group  of  their  peers 
including:  Pulitzer  Prize-winning  playwright  Tborton  Wilder,  1915; 
fitness  expert  Jack  LaLanne,  1934;  basketball  great  Don  Barksdale, 
1940;  television  journalist  Belva  Davis,  195 1;  environmentalist  David 
Brower,  1928;  Supreme  Court  Justice  Wiley  Manuel,  1945;  actor 
Robert  Gulp,  1947;  Oakland  Mayor  Elihu  Harris,  1965;  baseball  great 
Billy  Martin,  1946;  renowned  photographer  Galen  Rowcll,  1958, 
Grateful  Dead  bassist  Phil  Lesh,  1957,  and  Mayor  of  Berkeley  Shirley 
Dean,  1952. 

*  Charles  E.  "Chuck"  Hanger,  class  of  1941,  was  an  outstand 
ing  athlete  and  scholar  who  had  a  distinguished  career  as  an  attorney 
with  Brobeck,  Phlegar  and  Harrison,  eventually  serving  as  president 
of  the  American  College  of  Trial  Lawyers.  Chuck  grew  up  in  Berkeley 
attending  Washington  Elementary  School,  Willard  Junior  High  and 
Berkeley  High.  After  achieving  an  outstanding  academic  record  in 
high  school,  he  attended  U.C.  Berkeley  where  he  had  an  illustrious 
career  in  basketball  and  track  and  field.  World  War  II  interrupted  his 
schooling.  While  serving  with  the  106th  infantry  regiment,  he  was 
wounded  and  captured  by  the  Germans  in  December  1944  at  the  Battle 
of  the  Bulge.  He  was  liberated  by  the  American  troops  on  their  rush 
to  Berlin  in  April  1945.  After  his  discharge  from  the  army,  Hanger 
returned  to  school  at  UC  Berkeley ,  where  he  continued  to  excel  in  both 
academics  and  sports  setting  school  records  in  both  basketball  scoring 
and  the  high  jump.  Graduating  from  Boalt  Hall  School  of  Law  in 
1950,  he  has  had  a  long  and  distinguished  career  in  the  law.  Mr. 
Hanger  passed  away  in  1995. 

*  James  A.  Vohs,  class  of  1946,  is  the  chairman  emeritus  of  the 
Kaiser  Foundation  Health  Plan  and  Kaiser  Foundation  Hospitals,  as 
well  as  a  civic  leader.  The  Vohs  family  moved  to  Berkeley  in  1940 
from  Idaho,  and  Vohs  and  his  brother  Jack  attended  Garfield  Junior 
High  and  Berkeley  High  School.  Vohs  was  active  in  student  politics 
in  school,  serving  as  president  of  his  sophomore  class  and  student 
body  treasurer.  He  served  on  the  Rally  Committee  and  took  part  in 
drama.  To  help  his  family,  he  had  to  hold  part  time  jobs  such  as 
grocery  clerk  and  gas  station  attendant.  Following  graduation  from 
high  school,  he  worked  as  a  mail  boy  at  the  Kaiser  Company,  but 
shortly  thereafter  enlisted  in  the  U.S.  Army.  After  his  discharge,  he 
attended  UC  Berkeley  on  the  GI  Bill  majoring  in  economics  and 
political  science.  He  began  work  as  a  college  trainee  at  Kaiser  in  1957. 
Working  his  way  up  through  the  company,  Jim  became  chairman, 
president,  and  chief  executive  officer  of  Kaiser  Foundation  Health 
Plan  and  Hospitals.  In  addition  he  has  served  on  numerous  profes 
sional  and  civic  boards  including  Federal  Reserve  Bank  of  San 
Francisco,  the  board  of  directors  of  Clorox  Company,  and  chair  of  the 
Marcus  Foster  Educational  Institute. 
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Vohs:    Essentially,  its  effort  is  to  support  the  Oakland  School  District. 
They  help  promote  activities  such  as  new  notions  in  education, 
where  teachers  want  to  try  some  new  form  of  education.   They  might 
need  to  have  a  video  camera  or  some  particular  piece  of  equipment, 
and  they  need  some  money  to  do  it  and  they  are  not  going  to  get  it 
from  the  schools,  and  so  we  raise  money  in  the  institute  to 
provide  those.   They  are  modest  awards:  maybe  $250  to  $500  for 
each  specific  project. 

We  now  probably  have  a  thousand  scholarships  to  college  for 
students  graduating  out  of  the  Oakland  schools.   We  recognize  each 
year  the  top  scholars.   We  recognize  the  teachers  with  a 
Distinguished  Educator  Award  for  teachers.   We  recognize 
outstanding  graduates  of  the  Oakland  School  District.   You  would 
be  amazed  at  some  of  the  key  people  who  have  graduated  from  the 
Oakland  School  District  that  have  gone  on  to  achieve  national 
visibility.   We  have  had  all  kinds  of  mentoring  programs.   The 
primary  purpose  is  to  assure  the  personnel  in  the  Oakland  schools 
that  there  is  an  organization  out  there  that  cares  about  them, 
that  is  a  link  to  the  rest  of  the  community  and  is  supporting  the 
things  that  they  are  trying  to  do. 

Each  year  we  have  a  fund  raising  banquet  in  which  we  honor  the 
teachers  and  graduates.   It's  the  best  dinner  of  its  kind  in 
Oakland.   I  can  say  that  because  I  go  to  a  lot  of  these  charitable 
dinners.   We  charge  a  high  price  to  the  corporations  for  the 
tables  and  a  modest  price  for  parents  and  teachers  and  staffs  of 
the  schools  so  that  they  can  afford  to  come.   It's  the  best 
feeling  of  any  event  in  Oakland. 

Chall:   Really,  though,  it's  a  way  to  provide  funds  for  certain  needs,  and 
that  means  somebody  has  to  raise  a  lot  of  money. 

Vohs:    That's  right,  yes,  and  we've  been  raising  a  lot  of  money  over  the 
years  for  it.   We  have  a  small,  paid  staff  that  runs  it,  and  it's 
been  very  successful.   The  San  Francisco  program,  which  is  an 
exact  copy  of  ours,  is  even  more  successful.   That's  because  they 
have  more  major  corporations  over  there,  so  many  more  headquarters 
companies  that  support  it.   It's  been  very  successful.   There  is 
hardly  a  school  district  in  the  country—major  urban  school 
district  —  that  doesn't  have  a  program  like  this.   The  Marcus 
Foster  Institute  is  a  model  for  them.   I  served  as  president  for 
four  years  and  then  as  chairman  for  fifteen  years  or  so.   It's 
meant  a  lot  to  me. 

So  some  of  the  educational  things:  My  involvement  with  Holy 
Names  College  has  been  very  important  to  me.   I  am  still  actively 
involved  and  it's  still  very  important. 
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Chall:   You're  still  on  the  board  of  Holy  Names? 

Vohs:    Yes,  and  very  active.   I  spend  a  lot  of  time  on  that.   The  Oakland 
Zoo  recently  has  been  one  that  I've  been  involved  in.   Although 
it's  not  listed  here,  I'm  serving  as  chair  of  the  Oakland  Museum 
Advisory  Council.   We  have  just  raised  $3  million  for  our  Gold 
Rush  exhibit  that  is  starting  next  year.   It's  going  to  be  the 
most  important  exhibit  that  the  Oakland  Museum  has  ever  put  on. 
Then  there  were,  in  the  past,  the  Oakland  Ballet,  the  Oakland 
Symphony,  and  those  others  listed. 

Chall:   Now,  when  you  are  on  so  many  of  those  boards  do  you  feel  that  you 
are  put  on  some  to  represent  Kaiser  and  that  they  don't  have  to 
take  a  great  deal  of  your  time?   You  recognize  that  your  presence 
on  the  board  means  something? 

Vohs:    Part  of  it  is  they  want  to  use  your  name,  and  that's  usually  why 
they  have  advisory  councils.   Although  since  I've  chaired  the 
Oakland  Zoo  Advisory  Council  and  the  museum  advisory  council  I've 
really  played  more  of  a  role  in  trying  to  raise  funds  for  them.   I 
think  one  of  the  reasons  that  I  was  asked  to  join  a  lot  of  these 
boards  is  that  when  I  go  on  a  board  I  really  participate.   I  mean, 
I  don't  just  do  it  to  give  my  name  and  not  participate,  so  I'm 
very  careful  about  the  organizations  that  I  do  get  involved  in. 

Chall:   Knowing  that  you  would  be  working  for  them. 

Vohs:    Yes,  that's  right.   And  feel  responsible  for  them. 

Of  course,  in  terms  of  other  kinds  of  organizations,  I  served 
on  the  Federal  Reserve  Bank  of  San  Francisco.   Being  selected  as 
the  chairperson  of  that  really  meant  a  lot  to  me. 

Chall:   And  what  exactly  do  you  do  when  you're  on  the  Federal  Reserve 
board? 

Vohs:    The  Federal  Reserve  has  twelve  districts  and  each  district  is 

somewhat  autonomous.   Each  district  has  its  own  nine-person  board. 
The  twelfth  district,  which  is  the  San  Francisco  Bank,  is  the 
largest  district  in  terms  of  geography  and  one  of  the  largest  in 
terms  of  population.   There  are  four  subsidiary  banks:  one  in  Los 
Angeles,  one  in  Seattle,  one  in  Portland,  and  one  in  Salt  Lake 
City.   So  when  you  serve  on  the  board,  you  are  on  the  governing 
board  of  an  organization  which  has  2,500  employees  and  is  involved 
in  a  lot  of  things.   You  have  the  general  governance 
responsibility  of  those  banks.   But  the  more  important 
responsibility  is  being  actively  involved  in  recommending  monetary 
policy.   The  board  meets  every  two  weeks  to  vote  on  monetary 
policy. 
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Chall:   Just  within  the  region? 

Vohs:    Just  within  our  district,  yes.   And  each  of  the  twelve  districts 
does  the  same  thing.   The  results  of  these  votes  are  passed  on  to 
Washington,  where  the  Federal  Open  Market  Committee  ultimately 
makes  the  decision  on  what  action  they  are  going  to  take  on 
monetary  policy. 

Chall:   Oh,  I  see.   You're  only  advising  then,  aren't  you? 

Vohs:    Yes.   We  are  expressing  our  view.   The  board  of  governors  are 
getting  opinions  from  throughout  the  country.   They  want  board 
members  to  reflect  a  good  mix  of  backgrounds  and  fields  of 
interest.   I  was  one  of  the  first  board  members  from  a  nonprofit 
health  care  organization.   They  finally  decided,  I  think,  that 
maybe  health  care  was  an  important  part  of  our  economy,  and  so  I 
in  a  sense  was  representing  that  area  of  our  economy.   But  it  was 
a  fascinating  time  to  be  involved  with  the  Federal  Reserve  because 
the  very  year  I  went  on  the  board  was  the  time  that  the  economy 
went  into  recession  in  the  early  nineties.   During  the  whole  time 
I  was  there  so  much  attention  was  focused  on  our  economy  and  on 
what  the  Federal  Reserve  was  doing.   The  information,  data  we  were 
provided,  and  the  participation  was  just  a  great  educational 
experience  for  me.   Serving  as  chairman  of  our  district's  board 
gave  me  the  opportunity  to  go  back  to  Washington  to  meet  with  the 
board  of  governors  at  least  twice  a  year.   It  was  a  fascinating 
experience . 

Chall:   And  also  to  realize  that  health  was  considered  a  major  part  of  the 
economy  at  that  point . 

Vohs:    Yes,  that's  right. 

Chall:   I  think  we  have  material  on  your  honors  and  awards.   Do  you  want 
to  say  anything  about  any  of  them  that  are  special  to  you? 

Vohs:    I  think  one  that  meant  a  lot  to  me  was  being  named  a  Berkeley 

Fellow,  because  some  of  the  other  honors  are  because  I  was  in  an 
organization  that  was  financially  supporting  a  lot  of  community 
service  activities. 

Chall:   They  just  come  with  it. 

Vohs:    Yes.   But  I'm  sure  the  Berkeley  Fellow  Award  comes  from  the  fact 
that  I  did  attain  the  position  I  did  in  Kaiser  Permanente;  it 
wasn't  to  raise  funds  for  the  Fellows.   It's  not  that  at  all;  it's 
just  a  recognition  organization.   So  that  has  meant  a  lot  to  me. 
I  think  that's  all  I'd  say  about  the  awards. 
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I  would  also  add  that  being  invited  to  become  a  member  of  the 
Institute  of  Medicine  of  the  National  Academy  of  Science,  a  very 
prestigious  organization,  was  also  very  important  to  me. 


Looking  Back  on  Forty  Years  with  Kaiser  Permanente 


Chall:   Okay,  then  let's  talk  about  your  retirement.   Looking  back,  what 
do  you  think  you  are  most  proud  of? 

Vohs:    Well,  I  suppose  the  growth  of  Kaiser  Permanente,  and  its  success 
during  that  forty-year  period  that  I  played  a  part.   I  certainly 
can't  take  credit  for  its  success.   I  mean,  it's  the  formula,  the 
way  it's  organized,  the  way  it  provides  care;  all  the  aspects  of 
it  are  what  has  really  made  it  a  success.   I've  always  said  the 
program  succeeded  in  spite  of  what  some  of  us  did  to  it. 
[laughter] 

Chall:   Very  modest  of  you  to  say  that. 

Vohs:    No,  it  is  true.   It's  because  it  is  such  a  compelling  program.   I 
don't  take  responsibility  for  it,  but  I  certainly  am  proud  of 
having  been  a  part  of  it.   To  see  it  grow  from  when  I  first  joined 
it,  when  we  were  seen  as  socialists  at  best  and  communists  at 
worst,  antagonizing  the  medical  community,  to  becoming  the 
organization  that  it  is  today.   I  am  really  prcud  of  that. 

I'm  proud  of  the  things  that  we  accomplished  that  went  beyond 
just  the  medical  care  portion  of  it.   We  were  really  an  integral 
part  of  the  communities  we  serve.   I'm  very  proud  of  the  diversity 
of  members  that  we  serve.   If  you  go  to  our  Oakland  Medical  Center 
and  watch  the  people  coming  in  and  out  of  the  clinics  and 
hospitals,  we  provide  a  quality  of  care  that  would  not  be 
available  to  a  lot  of  those  people  otherwise. 

There  are  so  many  aspects  of  the  program  I  believed  in  and 
that  I'm  proud  of.   I'm  proud  of  the  community  service  and  the 
things  that  they  do;  I've  already  mentioned  that.   I'm  proud  of 
the  people  that  I've  worked  with.   The  people  that  were  key 
managers  and  leaders  when  I  was  there—especially  on  the  health 
and  hospital  side  —  they  could  have  made  a  lot  more  money  working 
for  other  organizations.   But  we  were  all  believers  in  the  Kaiser 
Permanente  concept.   There  was  a  sense  of  commitment  to  a  program 
that  was  performing  a  social  good  and  demonstrating  a  way  of 
providing  care  and  financing  that  was  important  to  the  country.   I 
was  proud  to  be  a  part  of  the  collegial  atmosphere  that  we  had. 
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Chall:   Do  you  have  any  regrets  as  you  look  back? 

Vohs:    Sure.   Yes,  a  lot. 

Chall:   Not  just  missing  out  on  Chicago  and  those  kinds  of  regrets? 

Vohs:    Well,  there  are  some  of  those.   Yes,  I  think  so,  but  it's  probably 
hard  to  put  into  words  or  maybe  not  appropriate.   I  have  a  great 
deal  of  concern  about  the  direction  the  program  is  going  now.   I 
think  for  those  of  us--and  most  of  the  key  people  that  I've  worked 
with  have  either  retired  or  have  been  discharged--!  think  we  all 
have  a  great  deal  of  concern  and  disappointment  to  see  the 
direction  that  the  program  is  going.   I  don't  feel  like  it's  the 
Kaiser  Permanente  that  I  knew  and  was  a  part  of;  it's  a  different 
organization.   So  I  try  to  detach  myself  from  it  and  I  try  to 
detach  myself  from  what  I  read  about  it,  and  that  part  is  very 
difficult  for  me.   I  just  try  to  say  it's  a  different  organization 
and  I'm  no  longer  involved  with  it.   I  have  no  ties  to  it  at  all-- 
none .   In  fact,  I  think  I'm  a  pariah  as  far  as  the  present 
leadership  of  the  organization  is  concerned.   That's  disappointing 
after  having  spent  a  lifetime  there. 

Chall.   Yes.   A  pariah?   You  mean  people  look  on  you  as  if  you  were 
someone  that  didn't  belong  or  is  antediluvian? 

Vohs:    I  think  it's  more  that  because  after  I  stepped  down  as  chairman 

and  stayed  on  the  board  I  represented  a  point  of  view  that  became 
out  of  fashion  with  the  current  leader  and  board. 

Chall:   I  see. 

Vohs:    And  I  expressed  my  disagreement  strongly.   I  think  I  then  became  a 
pariah  for  those  reasons,  not  necessarily  for  what  occurred 
before,  but  probably  some  of  that  too.   I  don't  doubt  that  there's 
some  feeling--.   The  organization  was  doing  well  when  I  turned  it 
over,  but  I  think  that  others  may  feel  that  I  am  responsible  for 
some  of  the  adversity  they've  been  experiencing.   I  don't  know. 
They  have  continued  the  [James  A.]  Vohs  Award  for  Quality,  and  I'm 
very  proud  of  that.1 

That  means  a  lot  to  me,  and  as  long  as  they  continue  to  be 
concerned  with  quality  of  care,  I'll  be  happy.   I  don't  mean  for 
the  recognition  for  me,  but  because  it  is  so  important  for  Kaiser. 
The  regions  are  competing  for  the  award;  they're  supporting 
programs  in  quality  because  they  want  to  win  that  award.   As  a 
matter  of  fact,  Janice  and  I  are  going  over  to  Colorado  next  week 
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because  Colorado  won  the  award  this  last  year.   Portland  won  it 
two  years  ago  for  the  Northwest  Region,  and  they  invited  us  up  to 
meet  with  the  people  who  were  responsible  for  winning  it. 

Chall:   The  award  is  in  your  name.   You  left  a  legacy  there. 

Vohs :    The  people  from  the  Northwest  Region  told  the  medical  director  and 
the  regional  manager  from  Colorado  that  it's  a  tradition  to  invite 
me.   Well,  it's  only  been  a  tradition  for  the  Northwest  Region, 
[laughter]   And  now  for  both  those  regions. 

Chall:   So  your  regrets  are  with  what's  happening  today.   We  won't  go  into 
what  regrets  you  might  have  about  your  years  with  Kaiser,  if  you 
don't  want  to. 

Vohs:    No,  you  know,  I  don't  have  a  lot  of  regrets.   I  mean,  you  can 
obviously  look  back  and  wish  you  had  done  things  somewhat 
differently,  but  when  you  put  it  all  together  and  total  it  up,  it 
was  a  great  ride  and  a  great  career  for  me,  and  I  don't  have  any 
regrets . 


Life  in  Retirement 


Chall:  Now  a  life  out  the  pressure  cooker  and  handling  the  transition- 
how  have  you  met  that?  You  had  five  years  in  your  little  office 
near  headquarters.  That  was  a  transition 

[Mrs.  Vohs  comes  in  to  say  goodbye] 

Vohs:  It's  a  good  thing  she's  [Mrs.  Vohs]  leaving.  She  probably  has  a 
different  view  of  my  need  to  retire  than  I  do.  [laughter] 

Well,  I  think  one  of  the  things  that  helped  with  the 
transition  was  that  I  was  so  heavily  involved  in  community 
activities.   At  that  time  I  was  chairman  of  the  Federal  Reserve 
Bank  of  San  Francisco  and  that  was  taking  a  lot  of  my  time.   I 
also  went  on  the  board  of  Oakland  Port  Commissioners. 


Chall:   That's  important. 

Vohs:    The  port  board  was  meeting  every  two  weeks.   I  chaired  two  of 

their  important  committees  and  we  met  often  between  meetings,  so 
that  took  a  tremendous  amount  of  my  time.   I  was  also  on  the 
Oakland  Coliseum  board  and  stayed  on  until  it  came  time  to  vote 
for  the  Oakland  Raiders'  return.   I  walked  out  of  the  board 
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On  October  20,  1991 , 
wildfire  raged  in  the 
Oakland,  Calif., 
hills,  forcing  at  least 
5,000  people  from  their  homes 
and  ultimately  destroying  more 
than  3,000  residences.  Among 
those  evacuated  were  150  Kaiser 
Permanence  employees  and 
physicians;  77  later  learned  their 
homes  had  burned.  About  noon 
on  this  historic  Sunday,  James  A. 
Vohs,  then  chairman  of  the 
boards  of  Kaiser  Foundation 
Health  Plan  and  Hospitals,  saw 
the  fire  spreading  across  the  hills 
above  his  home. 

Later  that  afternoon,  the  fire 
reached  Vohs'  neighborhood, 
and  he  and  his  wife  Jan  ignored 
police  orders  to  evacuate.  In 
stead  Vohs  raced  to  hose  down  a 
neighbor's  roof  that  had  caught 
fire.  He  and  another  neighbor 
fought  the  flames  well  into  the 
evening,  until  the  ceiling  his 
ladder  was  resting  on  collapsed, 
throwing  him  to  the  floor. 

About  9  p.m.,  an  ambulance 
sped  Vohs  to  Kaiser  Hospital  in 
Oakland,  where  he  was  admit 
ted  with  three  broken  ribs,  a 
deep  thigh  wound,  and  a  punc 
tured  lung.  During  his  three 
days  in  the  hospital,  lie  never 
doubted  lie  had  (.lone  the  right 
thing.  The  reward  was  learn 
ing  his  neighbor's  house  was 
saved,  and  his  own  home 
had  been  .spared. 

"Jiin'.s  style  of  leadership  is  by 
example.1,'  sa\s  \\  all  Palmer, 
re 1 1 red  M'liii  ii'  vke  preside i il  ol 
KaiMT  l;i  >uudali< >n  I  lealih  Plan 
and  lli  IN| mal.s  "I  le  -u'l^  high 
M.iiu.lan U  lor  hiiiiM'll  and  oihers. 
i :  r^i  MI  in1. ;  |  n.'i  iplc  UP  do  I  heir  Ivsl 
a  iii  I  i  a  u.'i  'i  ii  a1.; iir.', 1 1  u.'i  1 1  1 1 1  '.  ;i\  e  h  > 
ihen  i  oir.iimniUi,". 
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most  lasting  impression  on  our 
Program,  as  he  retires  after  40 
years  of  service  with  the  Kaiser 
organizations. 

"Jim  Vohs  is  a.  man  of  absolute 
integrity,"  says  John  Golenski, 
SJ,  president  of  the  Bioethics 
Consultation  Group  in  Berkeley, 
Calif.,  and  a  consulting  ethicist  to 
Kaiser  Permanence.  "He  has  a 
strong  code  of  ethics  and  a  deep 


commitment  to  acting  on  them." 
'Jim's  values  permeate  Kaiser 
Permanence,"  adds  Margaret  Jor 
dan,  Texas  regional  manager. 
"He  has  really  pushed  us  on  pro 
moting  women  and  minorities, 
and  has  been  deeply  committed 
to  quality  of  care  and  service. 
fust  as  he  serves  as  an  example 
to  all  of  us  who  work  here,  he 
wants  Kaiser  Permanente  to 
serve  as  an  example  to  the 
health  care  community." 

Vohs  joined  the  Labor  Rela 
tions  Department  of  Kaiser  In 
dustries  in  1952,  and  then  spent 
I'U  e  years  going  wherever  the 


Kaiser  Companies  needed  him 
—  in  California,  Oregon,  and 
Washington.  This  included  two 
years  with  the  Kaiser 
Permanente  Medical  Care  Pro 
gram  in  Northern  California. 

In  1957,  Vohs  became  em 
ployee  relations  manager  in  our 
Southern  California  Region  and 
six  months  later  was  offered  the 
job  of  health  plan  manager.  De 
spite  advice  from  his  superiors  at 
Kaiser  Companies  that  this 
would  be  a  bad  career  move,  he 
accepted.  What  appealed  to  him 
most  was  the  chance  to  do 
something  for  "the  public  good." 

Vohs  maintained  his  commit 
ment  to  the  public  good'during 
his  subsequent  rise  to  Southern 
California  regional  manager,  ex 
ecutive  vice  presidenC  and  man 
ager  of  operations  for  Kaiser 
Foundation  Health  Plan  and 
Hospitals,  and  finally  president, 
chief  executive  officer,  and 
chairman  of  the  boards.  During 
his  22  years  working  in  the  Gen 
eral  Office,  he  became  best 
known  for  his  devotion  to  the 
founding  principles  of  Kaiser 
Permanente,  including  prepaid 
group  practice,  joint  Medical 
Group/Health  Plan  manage 
ment,  and  a  decentralized  orga 
nizational  staicCure,  as  well  as 
his  commitment  to  community 
service.  He  witnessed  the 
growth  of  our  Health  Plan  mem 
bership  from  2.2  million  in  1970 
to  6. 6  million  in  1992. 

"Jim  was  a  stabilizing  influ 
ence  on  Kaiser  Permanente  dur 
ing  a  tumultuous  period,"  says 
Frank  Murray,  MD,  medical  di 
rector  of  the  Southern  California 
Permanente  Medical  Group.  "He 
kept  our  ship  on  a  steady  course 
despite  pressures  from  competi 
tors,  regulators,  and  purchasers 
to  go  off  course." 
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A  Feisty  Pioneer  Retires 


On  December  31,  1991, 
Program  pioneer  Raymond 
Kay,  MD,  retired  from  the 
Southern  California 
Permanente  Medical 
Group  after  -»2  years  of 
service.  He  was  the 
Region's  first  medical  di 
rector  between  19*9  and 
1970.  From  1970  to  1991, 
he  served  as  director  of 
medical  manpower,  developing  and  directing  the 
Nurse  Practitioner  Training  and  Utilization  Pro 
gram.  He  also  served  as  medical  coordinator  of  the 
Comprehensive  Health  Program  at  the  Fontana 
Medical  Center. 

Born  Raymond  Kosminsky  in  190*.  "Ray  Kay" 
met  our  co-founder  Sidney  Garfield,  MD,  while 
completing  his  residency  in  internal  medicine  at 
I.os  Angeles  County  General  Hospital  in  the  early 
1930s.  The  two  men  stayed  in  touch  and  often  dis 
cussed  their  dream  of  operating  a  prepaid  health 
plan  where  physicians  could  work  as  a  team  with 
no  economic  barriers  to  care.  When  Dr.  Garfield  fi 
nally  had  a  chance  to  establish  such  plans  for  West 
Coast  shipyard  workers  during  World  War  II,  Dr. 
Kay  was  serving  in  the  Army  —  where  he  recruited 
many  physicians  for  these  plans.  When  he  was  dis 


charged  in  19-*6,  Dr.  Kay  consulted  on  cases  at  Dr. 
Gardeld's  Fontana  facility  in  Southern  California,  and 
in  19<*9  was  asked  to  serve  as  medical  director  there. 

Jim  Vohs  worked  closely  with  Dr.  Kay  when  Vohs 
served  as  regional  manager  for  Southern  California 
between  196-*  and  1970.  He  describes  Dr.  Kay  as 
"aggressive,  dynamic,  feisty,  and  forthcoming  — 
involved  in  everything.  He  had  a  great  devotion  to 
the  concept  of  an  independent  medical  group." 

About  recruiting  physicians  during  those  early 
years,  Dr.  Kay  said:  'They  were  told  they  would  be 
pioneering  a  new  method  of  care....  We  talked  more 
about  that  than  we  did  salary....  It  worked  to  our 
benefit  because  that's  why  they  came  to  us,  not 
because  of  salary....  That's  what  carried  us  through 
those  rough  years.  It  took  people  with  vision  to  join 
us  then,  against  the  medical  societies....  They  have 
made  this  what  it  is  today."  • 

The  recollections  of  Raymond  Kay.  \ID,  are  captured  in  the 
eighth  volume  of  the  I1)  oral  histories  of  Kaiser  Permanente's 
pioneers,  which  may  be  borrowed  through  most  regional  pub 
lic  affairs  departments.  In  Southern  California,  the  histories 
are  available  through  the  Management  Library,  and  in  the 
Central  Office  through  the  Information  Resource  Center.  The 
complete  set  of 19  oral  histories  may  be  purchased  for  $95 
through  Patricia  Russell.  Public  and  Community  Relations  De 
partment,  Central  Office.  (510)  F 


Wanting  more  people  to  un 
derstand  what  Kaiser 
Permanente  was  all  about  and 
benefit  from  its  offerings,  Vohs 
was  a  strong  advocate  of  Pro 
gram  expansion  in  the  late  1970s 
and  early  1980s  —  when  our 
Program  grew  from  six  Regions 
to  12.  He  felt  especially  strongly 
that  we  needed  a  presence  in 
Washington,  DC,  so  we  could  be 
among  the  voices  influencing 
national  health  care  legislation. 
This  led  to  our  purchase  of  the 
Georgetown  Community  Health 
Plan  in  1980,  now  known  as  out- 


Mid-Atlantic  States  Region.  Cur 
rently  the  Region  has  nearly 
300,000  members,  a  third  of 
whom  are  federal  employees. 

"Kaiser  Permanente's  expan 
sion  to  Washington,  DC,  did 
more  for  the  HMO  movement 
than  any  single  act  since  the 
HMO  Act  of  1973,"  says  Jim 
Doherty,  president  of  the  Group 
Health  Association  of  America, 
the  professional  organization  for 
HMOs.  "Having  an  efficient, 
well-am  HMO  that  members  of 
Congress  belong  to  has  had  a 
magnificent  effect  on  legislation. 


Jim  Vohs  gets  a  lot  of  credit  for 
knowing  that  national  expan 
sion  to  the  seat  of  government 
was  vital  to  the  survival  of  Kaiser 
Permanente  and  HMOs." 

In  addition  to  believing  that 
Kaiser  Permanente  serves  the 
communities  in  which  it  oper 
ates,  Vohs  places  high  value  on 
community  involvement  of  all 
types  and  has  set  an  example  for 
the  organization  in  this  area.  He 
is  currently  active  in  a  dozen 
community  organizations, 
which  focus  on  education,  the 
arts,  the  economy,  and  social 
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services.  He  serves  as  chairman 
of  the  boards  of  four  of  these  or- 
ganizations  —  the  Federal  Re 
serve  Bank  of  San  Francisco,  the 
Bay  Area  Council,  the  Marcus  A. 
Foster  Educational  Institute, 
and  Holy  Names  College  in 
Oakland. 

"Jim  has  been  unfailingly 
committed  to  Oakland,  to  chil 
dren,  and  to  public  education," 
says  Ada  Cole,  executive  direc 
tor  of  Marcus  A.  Foster,  which 
supports  teaching  and  learning 
in  the  Oakland  public  schools. 
"He  locates  people,  ideas,  and 
financial  support  for  causes  he 
is  committed  to.  He  also  gives 
veiy  generously  of  his  own  time 
and  energy." 

Upon  Vohs'  retirement,  the 
Boards  of  Directors  of  Kaiser 
Foundation  Health  Plan  and 
Hospitals  established  a  scholar 
ship  fund  in  his  name  at  Holy 
Names  College  —  an  indepen 
dent,  Catholic  institution.  The 
fund  is  directed  at  needy 
students, especially  from 
the  Oakland  area. 

"Twenty  years  from 
now  people  working 
for  Kaiser 
Permanente 


who  have  never  known  Jim  Vohs 
will  do  things  because  of  the 
model  he  provided,"  says  David 
Pockell,  regional  manager  for 
Northern  California.  "Jim's  legacy 
will  be  seen  in  how  people  be 
have  and  make  decisions." 

If  you  never  knew  much  about 
Jim  Vohs'  contributions  to  Kaiser 
Permanente  or  the  community, 
it's  because  he  wanted  it  that 
way.  Upon  his  retirement  in 
March,  he  shunned  flowery  ku 
dos.  Instead  he  said,  with  charac 
teristic  modesty: 

"I  have  been  one  of  many  who 
have  helped  to  make  Kaiser 
Permanente  a  success.  When  Dr. 
Keene  retired  as  president  in 
1970,  he  paid  me  a  compliment 
by  saying  he  was  turning  the  or 
ganization  over  to  better  hands 
than  it  would  be  in  if  he  stayed.  I 
feel  I  can  now  say  the  same  thing 
about  my  successors."  • 

—  by  Molly  Prescott 


The 

James  A.  Vohs 
Award/or 
Quality 

In  honor  of  Jim  Vohs'^ 
unswerving  devotion  to  the 
quality  of  care  for  members  of 
our  Program,  Kaiser 
Permanente  has  established  the 
James  A.  Vohs  Award  for  Qual 
ity,  to  be  given  annually  to  one 
regional  team  selectedfrom 
nominations  from  all  the  Re 
gions.  Representatives  from  the 
nominated  teams  will  present 
their  activities  to  the  Kaiser 
Permanente  Committee  each 
fall,  and  a  committee  that  wttl 
include  a  member  of  the  Vobs 
family  will  make  the  final  selec 
tion,  which  will  be  honored  at 
the  fall  meeting  of  the  Board  of 
Directors.  Two  crystal Hoy  a 
vases  symbolize  this  award. 
One  will  remain  with  Jim  Vohs 
as  a  retirement  gift.  The  other 
will  be  located  in  the  Central 
Office  and  will  bear  a  plaque 
with  the  names  of  the  winning 
regional  teams. 
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Chall: 
Vohs: 


Chall: 
Vohs: 


Chall 


meeting.   I  couldn't  vote  in  favor  of  bringing  the  Raiders  back. 
I  resigned  from  the  board  and  never  went  back. 

So,  there  was  a  lot  of  activity.   It  was  like  I  was  working 
full  time.   My  life  didn't  change  really  at  all  at  first.   I  went 
into  that  office  every  day.   I  didn't  work  quite  as  late  and  I 
didn't  travel  as  much,  but  other  than  that  it  wasn't  a  lot 
different.   And  I  didn't  have,  obviously,  the  pressure  and  the 
responsibility  for  managing  a  major  complex  organization.   So  it 
was  easier,  but  in  terms  of  time,  my  days  were  filled. 

And  now? 

Now  I've  really  cut  back.   I'm  really,  for  the  first  time, 
beginning  to  have  some  free  time.   But  even  now,  as  you  know  from 
when  we  try  to  set  meetings  together,  my  schedule  is  not  quite  as 
clean  as  I  would  like  it  to  be. 

Well,  how  clean  do  you  want  it  to  be? 

I  don't  want  it  to  be  too  clean,  but  I  don't  want  to--   I  want  to 
be  able  to  do  what  I  want  to  do.   I  want  to  travel,  and  for  those 
first  five  years  we  were  still  restricted  by  all  my  commitments. 
We're  finally  at  the  point  where  we're  not,  so  it's  going  fine 
now.   I  dabble  a  little  in  some  of  these  other  organizations  and 
spend  a  lot  of  time  at  Holy  Names  College  and  a  few  other 
community  organizations. 


The  ones  that  are  really  important  to  you. 
choose . 


Now  you  can  pick  and 


Vohs:    Right,  right.   So  I  think  it's  gone  very  well,  and  I  don't  miss 
the  perks.   I  don't  miss  those.   I  don't  miss  the  kind  of 
visibility  that  you  have  when  you're  the  head  of  an  organization 
and  the  kind  of  responses  that  you  get  from  people  when  you  travel 
around.   I  don't  miss  that.   I've  never  had  a  large  ego,  so  I 
haven't  had  a  lot  of  ego  needs. 

Chall:   What  about  your  colleagues  who  were  important  to  you  while  you 

were  working  for  Kaiser?   Were  they  your  friends  as  well  as  your 
colleagues? 

Vohs:    Yes. 

Chall:   Do  they  remain  your  friends  socially? 

Vohs:    The  ones  who  are  are  no  longer  with  Kaiser.   But  there  are  some 

who  are  still  involved  with  Kaiser  that  I  no  longer  see  socially. 
I  expected  that  when  I  retired.   In  a  way  I  did  the  same  thing. 
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You  know,  when  you  are  all  working  together,  you're  part  of  a 
family,  but  in  this  sense  it's  different  than  your  real  family. 
In  a  real  family,  you're  a  family  forever.   You're  a  family  while 
you're  working  together,  but  once  you  leave  the  organization, 
you've  left  the  family.   So  the  contacts  stop.   They  really  do 
stop.   I  still  see  some  of  the  people.   Some  of  the  people  are 
very  generous  in  calling  me  and  contacting  me,  but  most  don't. 

Chall:   People  like  Walt  Palmer? 

Vohs :    I  talked  to  Walt  Palmer  yesterday. 

Chall:   They're  close  friends  still? 

Vohs:    Yes.   We  set  a  date  for  lunch  in  two  weeks.   I  was  supposed  to 
have  lunch  with  Bob  Erickson  yesterday,  but  he  had  a  cold  so  he 
had  to  cancel.   So,  yes,  sure. 

Chall:   They're  your  friends  now,  not  just  your  colleagues. 
Vohs:    That's  right. 

Chall:   Why  don't  we  just  wrap  it  up.   We've  probably  covered  your  career 
and  retirement  fairly  thoroughly.   And  you  have  a  luncheon  date. 

Vohs:    Okay.   Well,  let  me  just  say,  Malca,  thank  you  for  making  this  as 
easy  as  you  have,  but  most  of  all  for  the  fact  that  you  did  so 
much  research.   You  really  know  Kaiser  Permanente;  you  understand 
it  and  you  have  a  good  feeling  about  it.   That  comes  across  and 
that  was  very  helpful.   I  think  you  may  recall  one  of  the  first 
questions  I  asked  you  when  you  said  you  were  going  to  be  doing  the 
interviews  was  how  much  did  you  know  about  the  organization, 
because  it's  a  very  complex  organization.   It's  had  an  unusual 
history,  so  for  somebody  to  do  what  you've  done--to  come  in  and 
try  to  put  this  in  order,  all  these  questions  —  that  has  not  been 
an  easy  task,  and  if  you  didn't  understand  the  organization  it 
would  be  a  disaster  as  far  as  I'm  concerned.   But  you  do 
understand  it,  and  that  has  made  this  a  much  more  satisfying 
experience  for  me. 

Chall:   Thank  you.   I'm  pleased  to  hear  it. 


Transcribed  by  Gary  Varney  and  Caroline  Sears 
Final  Typed  by  Shannon  Page 
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APPENDIX  A 


JAMES  A.   VOHS 
17  Westminster  Drive 
Oakland,    California  94618 
Telephone:  (415)  653-5858 


PERSONAL: 
Date  of  Birth 
Marital  Status 


Citizenship 


September  26,    1928 
Married  to  Janice  H.   Vohs 
Four  daughters 
United  States 


EDUCATION: 

University  of  California  -  B.A.   195 
Harvard  Advanced  Management 
Program  -  Fall  1966 


POSITION: 

President  and  Chief  Executive  Officer 
Chairman,   Executive  Committee 
Member,    Board  of  Directors 

Kaiser    Foundation  Hospitals 

Kaiser  Foundation  Health  Plan 

Prior  Positions: 

Executive  Vice  President  and  General  Manager 
Executive  Vice  President  and  Manager  of  Operations 
Vice  President  and  Regional  Manager  -   So.    Calif.   Region 

OTHER  ACTIVITIES: 

Member,    Secretary  of  Health,    Education  and  Welfare's 
Task  Force  on  Medicaid  and  Related  Programs 

Vice  Chairman,    Forum  on  Health  Care  Delivery 
White  House  Conference  on  Children 

Vice  Chairman,    Board  of  Regents,    Holy  Names  College, 
Oakland,    Calif. 

Member,    Committee  to  Develop  a  Policy  Statement  on 
Health  Maintenance  Organization,    Institute  of  Medicine, 
National  Academy  of  Sciences 

Member,   Hospital  Administrators'  Study  Society 

Vice  Chairman,   Oakland  Council  for  Economic  Development 
Member,  OCED  Labor-Management  Committee 

Member,   Board  of  Directors,    Marcus  A.   Foster 
Educational  Institute  (2  year  term) 

President,    Marcus  A.   Foster  Educational  Institute 


1973-1974 
1970-1973 
1964-1970 


1969-1970 

1970 

1972-Continuing 

1974 
1975-Continuing 

1976-Continuing 
1978 

1977 

1979 


Member,    Board  of  Directors,    Coro  Foundation 


1980 
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James  A.  Vohs 

Community  Affiliations  —  Current  and  Past 

January   16,    1996 


CURRENT 

Deputy  Chairman  (Former  Chairman),  Board  of  Directors,  Federal  Reserve  Bank  of  San  Francisco 

Member,  Board  of  Directors,  Kaiser  Foundation  Health  Plan,  Inc. 

Member,  Board  of  Directors,  The  Clorox  Company 

Member,  Oakland  Board  of  Port  Commissioners 

Member,  Institute  of  Medicine,  National  Academy  of  Science 

Member  (Former  Chairman),  Board  of  Directors,  Bay  Area  Council 

Member  (Former  Chairman),  Board  of  Directors,  College  of  Holy  Names 

Chairman,  Advisory  Council,  Oakland  Zoo 

Chairman,  Advisory  Council,  University  of  California  Graduate  School  of  Public  Policy 

Chairman,  National  Board,  Marcus  A.  Foster  Educational  Institute 

Member,  Advisory  Council,  California  Foundation  for  the  Retarded 

Member,  Advisory  Council,  East  Bay  Community  Foundation 

PAST 

Chairman,  Board  of  Directors,  Marcus  A.  Foster  Educational  Institute 

Vice  Chairman,  Bay  Area  Economic  Forum 

Member,  Board  of  Directors,  Oakland/Alameda  County  Coliseum 

Member,  Board  of  Trustees,  U.C.  Berkeley  Foundation 

Vice  Chairman,  Board  of  Directors,  Medical  Education  for  South  African  Blacks 

Chairman,  United  Way  of  the  Bay  Area  1989  Fund  Drive 

Member,  Board  of  Directors,  United  Way  of  the  Bay  Area 

Chairman,  Board  of  Directors,  Oakland  Museum  Association 

Member,  Board  of  Directors,  Oakland  Symphony 

Member,  California  Business  Round  Table 

Chairman,  Mayor's  Emergency  Economic  Task  Force 

Member,  Advisory  Council,  Oakland  Ballet 

Member,  New  Oakland  Committee 

Vice  Chairman,  Oakland  Economic  Development  Council 

Member,  University-Oakland  Metropolitan  Forum 

Member,  Steering  Committee,  Transportation  Users  Group 

President,  St.  Theresa  Parish  Council 

Member,  Diocesan  School  Board 

Participant,  White  House  Conference  on  Children 

HONORS/AWARDS 

Berkeley  Fellow,  University  of  California 

American  Hospital  Association,  Justin  Ford  Kimball  Award 

Wiley  Manual  Law  Foundation  Award 

New  Oakland  Committee,  William  F.  Knowland  Award 

Oakland  Chinese  Community  Council,  Kenneth  Hoh  Award 

Boy  Scouts  of  America,  Silver  Beaver  Award 

United  Way  of  the  Bay  Area,  Mr.  and  Mrs.  Sigmund  Stern  Award 
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PUBLICATIONS 

"Key  Management  for  Organized  Health  Care  Systems" 
James  A.  Vohs  and  Mark  S.   Blumberg,    M.D. 
(Prepared  for  the  Task  Force  on  Preparation  for 
Services  Administration.   University  of  Michigan, 
October  1971) 


"Critical  Issues  in  HMO  Strategy" 

New  England  Journal  of  Medicine,   May  1972 

James  A.  Vohs,   Pichard  V.  Anderson,   Ruth  Straus 

"Capital  Requirements  and  Capital  Financing  in  a^ 
Hospital-Based  Group  Practice  Prepayment  Plan" 
University  of  Pittsburgh,   November  19,    1976 
James  A."  Vohs,   Walter  K.   Palmer 
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A    Short    Biography    of   Jim    Vohs 


I  was  born  in  Idaho  Falls,  Idaho  on  September  26,1928,  and 
lived  there  until  1940  when  my  mother  decided  to  move  to  Berkeley  , 
California  to  join  her  brother  and  sister  who  had  moved  there  earlier.  Her 
hope  was  to  find  greater  opportunity  in  California.  During  most  of  my 
mother's  life  she  was  separated  from  my  father.  To  support  the  family  [I 
also  have  a  brother]  she  worked  as  a  bookkeeper.  In  fact,  she  worked  as  a 
bookkeeper  until  she  retired  at  age  82.  At  the  time  we  moved  I  had 
finished  elementary  school  in  Idaho,  entering  the  7th  grade  at  Garfield 
Junior  High  School  in  Berkeley,  now  renamed  Martin  Luther  King  School. 

At  age  12  ,1  began  working  weekends  at  the  Penny  Saver 
Market  on  Shattuck  Avenue  [last  time  I  looked  it  was  still  there],  as  a 
courtesy  boy  for  $.25  an  hour.  That  was  my  first  job.  By  the  time  I  got  to 
high  school,  I  was  working  over  30  hours  a  week  during  school  as  a  checker 
and  grocery  clerk.  Later,  I  left  the  grocery  store  to  work  about  the  same 
number  of  hours  as  a  gas  station  attendant.  Because  of  my  mother's 
limited  income  as  a  bookkeeper,  it  was  necessary  for  my  brother  and  I  to 
work  to  help  support  us. 

While  I  treasured  my  time  at  Berkeley  High  for  the  fun  of  being 
in  high  school  and  the  excellent  education  I  received,  I  really  didn't  do 
anything  remarkable  or  make  much  of  an  impact.  My  grades  were  only 
slightly  better  than  average.  I  can  rationalize  they  would  have  been  better 
had  I  not  had  to  work  so  many  hours.  Also,  I  did  not  play  on  any  of  our 
athletic  teams  for  the  same  reason  [but  that's  probably  really  stretching 
my  limited  athletic  skills].  I  did  engage  a  little  in  student  politics.  I  was 
President  of  my  High  10  class  and  Student  body  Treasurer.  I  also  ran  for 
Student  body  President  but  lost  to  my  good  friend,  Nick  Veliotes.  I  served 
on  the  Rally  Committee,  whose  main  purpose  was  to  help  keep  order  in  the 
hallway  during  class  breaks,  at  athletic  events,  school  plays  and  assemblies. 
I  acted  in  some  one  act  plays  and  had  a  very  minor  part  in  our  Senior  Play. 

On  one  occasion  I  was  suspended  from  school  for  half  a  day 
until  I  brought  my  father  in  to  talk  to  Principal  Elwin  Le  Tendre.  The  Dean 
of  Students  had  chanced  upon  a  number  of  students  playing  in  a  crap  game 
behind  the  Yellowjacket  [a  store  across  from  school].  While  I  was  not  in  the 
game,  I  was  disciplined  for  watching  with  my  Rally  Committee  Cap  on  and 
not  doing  anything  to  stop  the  action. 
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I  look  back  on  my  high  school  years  with  fond  memories  of 
wonderful  friends,  exciting  sports  teams,  school  dances  and  impressive 
teachers.  Because  World  War  II  was  going  on  throughout  my  high  school 
years,  it  had  moderating  effect  on  almost  everything  we  did.  There  was 
food,  gas  and  tire  rationing,  blackouts,  news  of  former  students  being 
wounded  and  killed.  And,  of  course,  the  possibility  that  should  the  war 
continue  many  of  the  us  might  have  to  serve  in  the  Armed  Services. 

Following  graduation,  my  mother,  who  was  working  for  the 
Kaiser  Co.'s,  was  instrumental  in  getting  me  a  job  there  as  a  Mail  Boy.  I 
worked  only  a  few  months,  but,  recognizing  that  I  could  not  afford  to  go  to 
college  as  so  many  of  my  classmates  were,  I  decided  to  enlist  in  the  Army 
in  order  to  receive  the  G.  I.  Bill  of  Rights.,  which  would  pay  for  my  entire 
time  in  college.  Upon  being  discharged  from  the  army.  I  applied  for 
admittance  to  the  University  of  California,  delighted  to  learn  that  my  high 
school  grades  were  good  enough  for  me  to  be  accepted. 

Again,  while  at  the  University,  I  worked  almost  full  time  in 
order  to  supplement  the  modest  monthly  stipend  I  received  through  the  G. 
I.  Bill.  I  worked  in  a  variety  of  jobs:  as  a  bus  boy,  a  dishwasher,  a  frycook, 
a  sales  clerk,  a  steelworker,  a  logger  and  a  laborer.  Majoring  in  economics, 
political  science  and  history,  I  finished  in  four  years  with  just  slightly 
better  than  average  grades. 

Upon  completion  of  my  course  work,  I  applied  once  more  for  a 
job  at  Kaiser  and  on  February  15,1952  I  went  to  work  as  a  college  trainee. 
Forty  years  later,  I  retired  from  Kaiser  on  February  28,1992,  having  served 
as  the  Chairman,  President  and  Chief  Executive  Officer  of  Kaiser  Foundation 
Health  Plan  and  Hospitals  for  over  15  years. 
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APPENDIX  D 


Brief  background  on  persons  interviewed  for  the  James  Vohs  oral  history. 
The  positions  listed  are  those  held  when  they  retired,  or  at  the  time  we 
talked.   They,  however,  held  many  positions  during  their  careers  with  the 
program. 


Richard  V.  Anderson,  Vice  President,  Market  Support;  career  with  K-P 
since  1971. 

Mark  Blumberg,  M.D.,  Director  of  Special  Studies;  career  with  K-P, 
1970-1994. 

Morris  Collen,  M.D.,  physician  with  K-P  since  early  years  of  the 
program;  served  in  various  administrative  and  pioneering  research   -^ 
capacities  during  career  with  K-P,  1949-1983. 

Robert  Erickson,  Sr.  Vice  President,  Government  Relations;  Assistant 
Secretary;  career  with  K-P,  1959-1995. 

Scott  Fleming,  Sr.  Vice  President  and  Counsel;  career  with  K-P,  1955- 
1989.   An  oral  history  with  Mr.  Fleming  was  completed  in  1997. 

Paul  Lairson,  M.D.,  Director  Permanente  Medical  Groups  Interregional 
Services;  career  with  K-P,  1966-1992. 

James  Lane,  Sr.  Vice  President,  New  Venture  Development  Group;  career 
with  K-P  since  1973. 

Mary  Mashak,  Mr.  Vohs'  personal  secretary,  c.  1980-1992;  career  with 
K-P,  1956-1992. 

Wayne  Moon,  President  and  CEO  Blue  Shield  of  California;  career  with 
K-P,  1970-1993;  President  of  Kaiser  Foundation  Health  Plan  and 
Hospitals  at  time  he  left  to  assume  position  with  Blue  Shield. 

Walter  Palmer,  Vice  President,  Finance;  career  with  K-P,  1964-1987. 

Bruce  Sams,  M.D.,  Executive  Director  Permanente  Medical  Group, 
(Northern  California  Region),  1976-1991,  career  with  K-P,  1962-1991. 

Julia  Vitero,  Travel  and  Meeting  Coordinator;  career  with  K-P,  1961- 
1996. 

Daniel  Wagster,  Sr.  Vice  President;  K-P  Program  Expansion  Study; 
career  with  K-P,  1963-1993. 


INDEX- -James  Vohs 
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Adjusted  Community  Rating,   172- 
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advertising.   See  Kaiser 
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Foundation  Hospitals 
AIDS,   180,  188-189 
Alberts,  Wayne,   104 
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172 

Anderson,  Richard,   55n,  168 
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Bank  of  America,   51,  110,  146-147 

Barnaby,  Richard,   104 
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California  Public  Employees 

Retirement  System  (CALPERS), 

201-202 

Capener,  John,   66,  67-68 
Central  Office,   66-244  passim 
charity,  treating  the  poor,   114- 

115 
Chicago,  attempts  to  expand  to, 

105-106,  222-225 
Cleveland,  Ohio  Region,   63-64, 

66-69,  73,  151,  165 
Clausen,  A.  W.  (Tom),   146-147 
Clinton,  William  J.,  and  health 

plan  proposal,   88-89 
Collen,  Morris,   24-25 
competition.   See  Kaiser 

Foundation  Health  Plan/Hospitals 


Connecticut  (Northeast  Region) , 

107-109 

Crane,  Robert,   175 
Cutting,  Cecil,   42-43,  60 


Daniels,  Dorothea,   39-40 
dental  plan.   See  Oregon 
Denver  (Colorado  Region) ,   60-62 
doctors.   See  Pennanente  Medical 

Groups 

Dubill,  Andrew,   118 
Dues  Subsidy  Program,   174,  176 
Duffy,  Donald,   129,  196 


Ellwood,  Paul,   86-89,  91,  162 

employers  and  managed  care,   130- 

132 

Enthoven,  Alain,   90-91,  103,  131 
Erickson,  Robert,   70,  72-73,  85, 

87,  94,  96,  116,  135,  174,  211, 

219,  246 


Farrell,  Walter  (Sonny),   31 
Federal  Employees  Health  Benefits 

Act,   49-52,  85,  153,  156 
First  Boston  Corporation,   51 
Fleming,  Scott,   26,  27,  37,  50, 

54-55,  69-71,  72,  86-89,  107, 

154-155,  175 


Garfield,  Sidney,   22,  78-79 
Gaston,  Harper,   117 
Georgetown  (Mid-Atlantic  States 

Region),   102-105,  109 
Georgia  (Southern  Region),   112- 

114,  115,  117 

Glaser,  Robert,   76,  142-143 
Goldberg,  Arthur,   77,  141 
Goldberg,  Marvin,   71,  104 
Grant,  William,   76 
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Group  Health  Association  of 
America  (GHAA) ,   87 


Harvard  Advanced  Management 

Training  Program,  37-39,  144, 

146 

Hawaii  Region,   60,  69,  169 
Health  Insurance  Plan  of  Greater 

New  York  (HIP),   74-75 
Health  Maintenance  Organization 

Act  (HMO),   86-88 
Hewlett,  William,   84,  142 
Hufford,  Samuel,   71 
Hughes,  Lewis,   71 


insurance  companies,  role  in 

Kaiser  Permanente  Medical  Care 
Program  development,   51-52, 
99-101,  110 

interregional  committees,   179- 
180,  185-189 


Jones,  Hugh,   105,  116,  142 


Kaiser  companies,   17-21,  31 
Kaiser,  Edgar,   44,  76-79,  80-83, 

95-97,  141,  142-143 
Kaiser,  Edgar,  Jr.,   76-77,  83, 

95-97 
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Kaiser  Foundation  Health  Plan, 
Inc. /Kaiser  Foundation 
Hospitals: 
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board  of  directors,   44,  76-87, 

95-97,  141-143 
board  of  directors,  regional, 
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community  service,   233-238 
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effects  of,  122-125,  128- 
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205,  229 


Kaiser  Foundation  Health  Plan, 
Inc. /Kaiser  Foundation 
Hospitals  (cont'd.) 
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124-125,  232-233 
expansion  of,   58-69,  99-119, 
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206,  221-225 
financing  of,   51-52,  109-110, 

182-185 

media  and,   122-123,  128,  132- 
134,  136-138,  190-194,  198, 
201,  202-204,  207 
publications  of,   210-213 
setting  rates  for,   125,  129- 
132,  172-177,  186-187,  197- 
202 
Kaiser,  Henry,  J.,   24-27,  31,  45, 

50,  60,  77,  154 
Kaiser,  Henry  J.  Family 

Foundation,   143 
Kaiser  Permanente  Medical  Care 
Program  (KMCP) : 
early  attitude  about,   31-32 
mission  of,   124-125,  167-168, 
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